Foreword .

'HiS is the gecond amnusl review number of the Svavey or Cummenr

Busmngss, the first having been published in March 1938, The present
izzue and that of lest March ara n poart of the sexies of ronual reporés published
sz part I of the World Economic Keview m the period frem 1934 to 1937, in-
clugive. Thesa anmuel surveysz wera designed to present a statement of the
outstanding sconomie developments of the year, with tha smphnsia on the
general frend. -

Since timeliness of publieation is important, if these reviews gra 0 be of
maximum vge, tha publication dats haz been sdvenced considerably by pre-
senting the onelyses in the Svever, This wear the aonual review number
hag beer advinced one month, and ig is hoped that the utility of its condents
will thareby I enhanced.

The record presented im these pages is one of recession and recovery, with
the downward trend of business In effect aa the yenr 1938 opened being replacad
by & vigerous forward movement i ftha laiter holf of the yenr, While eco-
momic conditions for the year as a whole were less satisfactory thom in 7937,
the year did not bring any general deterioration of the economic structure such
as choracterized the 192832 decline. By the end of the year, business activity
bitd advanced above the level of a year earlier with improved prospects as the
new yvear opencd contmsting markedly with conditions which prevailed at the
beginning of 1937, Farthermore, thongh the geners] picture was one of lower
activity than in 1937, there were a nurmber of important arens it which progress
continved duning the year under raview.

. The aonunl review number wos prepared in the Division of Business
Review, but maior portions of tke confents were contributed by other divisions
of the Burean of Foreirn and Iomestic Commerce, sa well as by other Govern-
ment agencies whose assistance is gratefully acknowledged. The Division of
Economic Hesearch prepared the chapier on Comstmuction and contributed
other material as well; the Marizeting Research Division prapaved the chaptsr
on Domestic Trada; the Tronsportation Division, $he chapier on Transporta-
tion and Communicetion (sxeept the section on Adr Transportation); the
Finpnce Division, the chapter on Fipance; the Regionel Informeation Division,
that section of the chapter on Commedity Prices relating to wholesnle pricea
i foreign countriss; and the Trode Apresments Unii, the section on the
Reciprocal Trade Agreament Progrem. The Diviston of Commereial Lows
prepared the Legislative Summiary presented as section B of the Appendix,
All charts wera drawn by the Depariment’s Draftmg, Photographbic, snd
Exzhibita Divisien. Among the other Government egencies that contributed
material should be mentioned the Social Sesurity Board, the Works Progreas
Administration, and the Bureau of Agricultural Eeonomies. Other Divisions
of the Buresu and other GGovernment agencies also sided by furmishing data,
or in reviewing ihe manuscript befors publicaiion.

N. H. Encruo, Ading Director,
Bureaw of Foreign and Domestic Commerce.
FEBRUARY 1939, o




Febroary 1930

SURVEY OF CURRENT BUSINESS 3

Introductory Review

IDYEAR of 1938 marked n reversal of the down-
ward movement of buziness activity initisted in
1937, snd the latter helf of the year was o perind of
improvement in trade sod industry. The decline was
srrgated or proceeded at a slower rate after the close of
1937 in some major segments of the aconomy, notahly
in manvfacturing output, but the general trend as indi-
cated by pational income paymenis was downward
through May. ,
Whila conbraction ih buginess volumes extanded wall
into the seeomd quarter, the sensitive Indicators of
trends signaled o period of rising activity bafore the
middle of the year. Security prices fGrmed and then
advanced ; and poces of raw materinls which are sensi-
tive to chpnping business trends turmed upward in
Juna. The ravivel in residentizl building which had
become evident in March wis extended snd s broad
program of enlarped CGovernment expenditures was
get v motion.  Tndustry eommitments, which had been
retarded by the heavy inventories carried over from
1937, azein turnad upward, with the change becoming
wpparent first in some of the conswmers’ goodsindustries.
The foregoing and other developments led to a re-
newal of confidence in the immediate forward outlock,
which was iranslated into an enlarged flow of business
to mapufacturers and wos reflected in & less hesitant
attitude on the part of consumers than was apparent
during late 1937 and early 1933.
With the renewad flow of orders, operations in cer-
tain industries improved in May, ond by June or July
revival was experienced over & wide ringe of industries.

Industrial production axpanded contraseasonally from.

June to July and moved sharply upword in the next 4
wonths. Coonsumer purchazing power and disénbu-
tien of tommodities 2lso moved forward after July,
Construction netivity contributed importantly to the
axpunsion of business, and the effscts of the choanged
husiness outlook and rising incomes were evident in &
rovivol in sales of outomobiles and other conswmers’
durabla gaods,

Dospite the acceleration in the latter half of the year,
the nverags laval of business activity in 1038 was lower
than in 1987. The changes in the various segments
differad widely; and in some important arsas there wos
en axtencion of the forward movement whick, in peneral,
wag nrrasted in 1937, The volume of indusirial pro-
duetion wis much less than in the preceding year,
with the output of nondurable apd durable manufre-
turad goads down O percant snd 40 patcent, respectivety.
Total retail sales for the year, according to prelbminsry
estimuntes, were reduced aboui one-siphth from tha
total of pearly 40 billion dollera in 1937. There ware
subgtantial geins in employment in the Iatier half of the

yeur, but the average number of persons ab work in
nonagricuiture] pursuits, ineluding those self-employed,
was reughly 32.2 million during 1038, s commpared
with the 1937 average of 34.6 milhen. (Bee fig, 22.)
TLis decline resvited in an increnze in the volume of
unemployment, which was heawy throughout the year.

The chabges in the major esonomic series in 1938,
compared with 1837 and several earlier yonrs, are shown
in section A of the appendix,

Indugtrial Production Expandad o Lactar Aalf of Year.

Changes in maoufacturing . operations during the
1337-88 recession and the recovery movement Im the
latber Lali of 1988 were marked. The seasonally
corrected volurpe of manufacturing production daclined

- ome-third from August 1637 to January 1938, Aggre-

gate output throughout the first hali of 1938 remained
around the low January rate, sithough operstions in
eeriein of the oondurable industries had begun to
improve as early a8 Mey. In the recovery movement
of the Iatezr haif of 1938, manufocturing production,
according to the adjusted index of the Board of Qover-
nors of the Federal Raserve System, advanced from 74
{1993-25-=100) in Juns to 102 for Decembar, a4 gain of
40 percent. Production of durnble goods inereased
maors than 80 percent betwean Juns and the final month
of 1938, aceording to sessonally adjusted data. Not-
withetanding the large percanisge gain in agprogate
output of durable poods, the production rate atiained
by the end of 1938 was one-fifth below the average for
the most scetive montha of 1937, After midyear,
larger gains ocearred in durable consumers’ gonds
(aspecielly sutoraobiles) then in the oatput of producers’
Foode.

For commodities in tha nondornble clasmfication, the
recdjustments in output during the 1937-38 opeliesl
movement wera loss marked than in the above-men-
tioned category—o usual sxperiende. Aggregats pro-
duetion of nondurabla goods had declined one-fifth
from the average rate in the pesi months of 1937 to
the 1038 low peint. Tha subsequent recovery raised
the seasonally correcied rate of output at the end of
1938 almost to the averaga for the first 8 months of
1937.

Production of minerais in 1938 foilowed the sama
goneral pattesn of change that was evident in manu-
facturing, The relative atability in demands for do-
mastic henting feels and pasoline, however, tended to
reduca the magnitude of the fAuctuations in nggrogate
output. Output of the mineral producis included n
the Federal Begerve index was 15 percent smaller in
1928 than in tha preceding yaar.
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Dizribution Malotained ar Rase Abova Production.

Retail salas of genmersd merchandise in the early
months of the 1537—38 recession declined only moder-
atély, but by tha second quarter of 1938 a substential
curteibnent was avident. In June, totel dollar sales of
genaral meorchendise were about one-8fth smallar than
8 year earlier, Substenfial improversent in sales of
this type ocowrred in the latter half of 1938; snd by
December, dollar ssles were slightly larrer than a year
garlier, though lower thao i the peak months of 1937
on a seasonally corrected bosis. The seasonally cor-
rected dollar voluma of department-stors trade averaged
14 percent higher in tha last & mentha of the year than
at the low point in May. Total dollar sales of genarsl
merchondise in 1938 were about 7 parcent lower than
in the preseding year, but part of thizs declive was
oncasioned by lower prices.

Sales of copsumers’ durable goods declined more
promptly and to a greater degres than did goneral mer-
chandise trode in the 1057-38 recession. During 1938
end paueh of 1937 the stendy uwpward trend of con-
sumers’ ineomes had reslied in rising parchases of
durable consumers’ goods.  'With the onsst of the busi-
ness Tecession i 1937, sonsumers hesttated to vndertake
commitments for goods whose long life made poatpons-
ment of purchase relatively easy, and there was &
merleed reduction in the volume of installment salling.
An abrupt drop oceurred in the sesmonally corrected
sales of new passenger cars, for instance, In the final 2
months of 1937, whan the 1938 models were introduced
ut higher prices. In May and June of 1238, the dollar
aales of new passenger cars were no mere than half as
large as # yesr earlier. Sales of new pazsenger cars
remamed relatively depressad until the fzll of 18935,
when, with the change-over 0 new models and some
pries reduction, there were substantial advances; in
November and December, sales wern larper than in the
comparable months of 1937. (Bee fig. 18.) Whils
sales declines in similar prodweis were not 5o marked as
in sutomobilas, they foliowed the same general pattern.

Wholasale trade in 1938 revsaled the same tendencies
as wera evident in vetail distribution; the mast severe
curiallment occurred in durable-geods lines. Dollar
aajes of "full sarvice and limited funciion” wholesalars
were about one-eighth smaller in 1938 then in 1937,
Diefinite improvement in wholesale trade occurred in
the latter months of the year, and by Dacember the
Bureau’s sample indicated that the dolinr volume was
larger than a year enrlier.

Railway freight traffic increasad in the latter helf of
1948, after carloadings in the first § months had drepped
below thoge in the comparable months of 1982; in this
period they were but moderately higher than iz the
sama period of 1933, For the yenr as a whole, Ireight
trafiic was off nearly one-fifth from the 1937 total. By
the final months of 1938 the seasenally corrected volume
of londings was shout one-fiith higher than in the sec-
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ond quarter of the year; howsver, the maximur nnm-
ber of cars loaded i any one weak was 727,000, or mors
than 100,000 cars below the autumn peaks in 1936 and
1837. Consaguently, requiraments for additional roll-
ing stoclk in the fall were not urgent, even though there
axists & large potential demand for railway aquiprment.
The difficult finzncisl position of the railrasds during
the yenr resultad in & curtailment of new orders for
rolling stock ; and there was but moderate improvement
in tha Jatter pert of the year, when the position was
alleviated to some extent by the traffic goins.

Capiral Qutlays Beduced.

Constmetion of industrial plants and capital-equip-
ment purchases generally showed substantial reduc-
fioms in 1938 as compared with the preceding year.
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Indicative of the trend were the declines in orders for
industris]l machinery, foundry equipment, and elec-
trical aquipment. Capital onilays in the aggregate
wera much less than in 1937, in which year they were
well below the raie atieined in the lats 1920°s. The
amcunt of new capital raised by corporations threugh
publicly annouoced issues was smaller in 1938 than in
the preceding yvear. (See fig. $3.) Even in 1936 and
1937 the amonat of new capital so raised had been
relatively small {no more than one-Hifth of the avernge
for the venrs 1928-30), although some of the expansion
in capital outlays which actually took place was financed
by other means. Copsiruclion initinted on new fac-
tories and wdustrial plants fell off as industrial opera-
tions slackened after the sumreer of 1837. The F. W,
Dadge data for construction contracts awarded in 27
Eastern States revesl o dollar volume of awards for
igduatrial bwilding muoeh lower than i 1935 or 1337,
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and bat slightly higher than the dollar figrras for 1935.
Thers wna oo widespread expapsion of programs of
replacement or additions to produciion facilitiez in
evidence by the end of 1938. The ster]l indusiry had
substantially completed its extensive building program
for continueus sheet and strip mills by the summer of
1933. Im genaral, the exponsion of industrral produc-
tion in the secomd holf of 1038 did not proceed far
enough t¢ tax existing production facilities.

In contrast with the reduced volume of conbracts
for industrial construction in 1938 was the ealarged
volume of awards for private restdential building and
for publiely finonced projects of all types. Contracts
for private residential buoilding turned upwurd after
February, reflecting in part the amendment: o the
Fedarnl Houzing Aet that liberalized tha requirements
for insurad mortgage loans, especially for lower cosi
dwellinps. After midyesr, re=identinl awards ware
above thoss in tha comparable period of 1037, and in
the fourth qunrter of the year were larger then in any
3-month period since the spring of 1930. For all of
1938, private residentia] swards were 6 percent above
the 1937 volume. Hesidential building was the oaly
major type of privately financed construetion to record
a gain from dollar awsrds in 1937 and cthe ageregats of
privata projects, other than residantial, reported by the
Dodge organization, was ¢ne-third less than in 1937.

Publicly financed coniracts in the fourth gquarter of
1953 were the lorgest oo record. The extensive program
of public works provided for by Congress in the 1938
session was the dominint factor in the neprecedented
volume of publicly financad projects, which in the 37
Esstern States surveyed by the I W, Dodge Corpora-
tion totaled 1.7 Lillion dollars for the wear 1938, an
inerease of 43 percent from the preceding year, The
volume of publidy financed housing projecés con-
tracied for in 1938, while larger than in 1987, constituted
only 5 percent of tobal publicly financed constraction
awards, according to these datn, Construction activity
in 1938, moxe so than in 1938, will reflect: the heavry vol-
ume of public projects awarded during the later monthe
of 1938, ns wenther conditions and the type of the
projecta affect the rate at which actual operations moy
be acceleratod.

Income Fayments Down 7 Fercent 1o 1938,

The trend of monthly inceme payments was down-

ward in the first 5 months of the yenr; but with the

midyear upiwrn in business, there was definite improve-
ment. {See fig. 1.} By December, the sessonally
adjusted index was 5 percont higher than in June and
coly 4 percent lower than the 1037 average. On the
bosis of avoilable data, it is eatimated that total income
payments in 1838 exceaded 64 Lillion dollars, a reduc-
tion of 7 pargent from the recovery hich of 6% billion
for 1037. Since corporate earnings wera much lower

Fobroary 1980

than in 1937 and business uniis drew henvily on accumu-
lated resources, it is estimnted that the national income
{income produced} waz substantially below income
payments in 1988.) Ik 1937, on the contrary, business
enterprises in the aggregate effected about a half billion
dollars of net savinge.

The seasenally adjusted index of income payments fell
from 83.5 (1928=100) in January 1948 to 80.4 for May,
In June and July the figure was slightly highar, and the
susteined wpword movemsnt sebsequently raised the
adjusted index to 84.5 for December. At the end of
1933 this index was almoat up to the December 1937
figure, though remafning & percent below tha August
peak for that year. When consideration is given to the
lower oost of Living ot the close of 1938, it appenrs that
consurcer purchasing power derived from the current
Hew of inpome payments was largar, in tarms of com-
modities and services, &t the end of the year than In
Dacember 1087, and weas not far below that in the peak
memtha of 1937,

Income ressipts of wage eerners and salaried smploy-
aea, soasoeally corrected, incrensed @ percent from June
to Docember, reflocting the employment gains as well 42
higher aarpings of those at work. Dwver this period the
seasonnlly adjusted volume of foctory employment
ndvanced 11 percent, snd thers wars gains also in the
number ot work in other nonsgrieultors]l purssits.
Teotal componsation of amployess for the year, however,
was 42.1 hillion dollars, n reduetion of 3.3 billion, or 7
percent, from tha 1937 fieure. While payments to
employses in 1938 were 42 percent higher then in 1933,
they wera 18 percent lesa than the racord figura of 51.5
billion dollare fer 1929. Thea coat of living of urban
wige enriers averaged approximately one-seventh lower
in 1938 than in 1929, indicating a moderately lower
mogrepsts yaal income in 193% thano in this earier yenr.
Howavar the labor force has incressed considerably
during the period.

Labor income in the commodity-producing industries
{maoufactaring, mining, and construction) advanced 18
percent on & sessonally corrected basis from June to
Decemnber, Tha adjusted index of employess’ com-
pensgtion in this group of industries hed dropped 28
percent during the preceding 10 months. Despite the
austained improvement sfter June, the Decamber indax
was about gne-gixth below the 1937 peak. For the
year 98 o whale, the Income of employees in these
industries was 18 percent lower than in 1937. The

1 Buaders of the SUAYEY wiw [l vith the moothly sflimates of losoma pay-
mentd bo indlviduals losugurstad laak yesr By (do Hupsan of Foroign and Domeatic
Commurgs,  Inccme payoents are eepctislly iocome potd et (etioos] iocome
sxchesity of bosigess sathogs), with sertaln sdjustesonts destensd ko aiford w hetber
mranrs o corront chaogns v ooseamy purshadog poeror,  Tileoot-reliof sod public-
axFiAMDe vishurssments ame Incuded o 6Bo oongbly eorler, eooteitinlons to the
Egalal Sseurity Ttassrwa Dot sre dedeeted frox Ineomo Puid sab, omd beosft Day-
mwnts from the pesoreg ande ora mddad. For & desorlphioa of the codlos b resden
L medeyred o B artiots entiled ‘ovised Eathmoior of Montkly Iocome Foymaot,
02038, it Ko Oetobar 1088 Sarvey of Current Bupisess. For w ooy claadsd

dlsanarion of tha vatlauws raeesoras of losms, ses “Iucormae i b Toited Stater, 1920
5" & recent paidicgtbon of the Bureau of Poreign snd Thgestle Comiire.
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flustnations in employees' compensation, by major
industrial growps, are shown m figure 3.

COther major groups of induatries are normally less
sensitive to business fluctuations, and changes in pay-
muents to employees are smaller. Aggregate salories sod
wages in trassportativa snd poblic utilities increased 9
percent from May {0 December, For the endive year,
labor ingome in this group was 8 percant below 1037,
Pay rofls in transportation were materially reduced,
but tofal compensation of employees of utiliiios showed
little change from 1337,

Puy rolls in the trade and finance group were but 3
percent smaller than in 1937, Agpgregate labor income
in those sectors of the eronomy which are grouped s
government, servise, and other” was but fracticnally
loneer thapm ih the preceding year. The aggregate of
amplovess’ compensation in this group has bean rela-
tively stabla during the past 2 years.
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Relief sxpenditures of all {ypes and the benefit pay-
mentz undet the Soeinl Sseurity Act aggregated 2.8
billion dollars in 1938, an in¢reasze of wearly 1 billion
over 1037. For the year as a whole, payments of this
type constituted nearly 6 percent of tha total income
recerpts of individvals, ns compared with 4 pereent
for 1937 and 5 percent in 1938, the provious high year.
Worlz-reliaf payments hnd declined sharply in the
second and third querters of 1937, when W. P. 4,
rolls wera reduced, and were little changed in the fourth
quarter of that year from the rate in the third quarter.
Dniring 1938, however, there was an incresse in worl-
ralief payments from 138 million dollars in Jannery to
6 high of 208 million for November; in December wark.
relief payments were moderately lower. Direot-reliaf
payments for the year as & whole were glightly larger
fhan in 1937.

The inangurstion of insurance banefits to nnemployed
workers during 1938 represeanied a new soures of incomes.
Unemployment benefits rose from less than 1 million
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dollars in January to & maximum of 47 million dollars
in August, and thereafier declined to 26 million dollars
in December as & result of improved employment
conditions and the exhaustion of wage credita of indi-
vidual workers. Ifor the entire year, a todal of nearly
400 millior dollars was paid out in unempleyment bene-
fits. However,theoperationsof the Unemployment Com-
pensabion Aot resulted in no net inerement fo consumer
purchazing power in 1038, aince paymenfs into the
reserva fund wers at o substantially higher rate;
wnernployment reserves rose by nearly 4560 million
dollars durmng the year. Tax ¢ollections under the
old-age insurance provizions of the Social Security Aet
approximated 475 million dollers during 1058, and
funds paid out were less than 12 million dollars.

Ingemes payments to property owners in 1938, as
comparsd with 1937, reflacted & substantial contrastion
in the volume of dividend payments and o virtuslly
unc¢hanged flow of interest mcome. The 25-porcent
drop in dividend disbursements in 1938 sxeeeded that
for sny other type of incoma payment. Dividand
payments dropped after Januvary 1938, reflacting
promptly the curtailment in corporate earninge.
According to the Standard Statistics seasonally adjusted
index for 1585 large eompaniss, corpornte earnings in
the first & months of 1938 wears Jower than in ony eom-
parable period of recant years exeept 1932-33. Cor-
parate eernings improved substantielly in the fourth
quarter, bot the guins did not result in any appreciable
sxpsnsion of dividend dishursements.

Entrepreneurial withdrawals during 1938 were shout
@i percent lower than in 1837, reflecting to some extent
ths relative siability of rental rates over the past 2
vears. On the other hand, the reduction in cash farm
income was & factor tending to lower entreprencurial
withdrawels in 1938. Withdrawals from small business
enterprises were also materially affected by the reduced
sales and earnings as compared with 1937,

Cozh farm income, under the influence of lower
prices, declined in 1938, though holding up relatively
well during o peried of industrial recassion. Produc-
tion of important crops was somewbat smaller on the
average than the high 1937 yields; and with prices
much lower, thers was & reduciion of 18 percent in
receipta from crops, Muxketings of livestock and
livestock products in the agpregate were alightly larger
than in 1937; cash incoma from this eource was reduced
less than @ percant. Government payments to farmers
totaled 4%2 million dollars, as compared with 367
milticn in 1987, Totsal onsh farm income from market-
ings and Government paymentz was estimated by the
Department of Agrieniture at 7,632 million dollars, a
reduction of 11 percent from the 8,675 million dollars
reported for FO37T.

International Developman ts,

Ths suceession of European Grisey culminsting in the
German demands on Czechoslovakia, with the accom-
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panying threats of a general European war, bad seme
infirence oxn the domesiic sitwation, partienlorly in the
fiald of finapce, Seeurity markets were depressad for
& time by the trend of European events in September.
With the anmouncement on Septembar 28 of the four-
power coaference at Muzich, security prices recovered.
After August, there wns n heavy movemsant of eapital
funds from Faropean ¢enters indo the United States,
which aogmented the gold flow induced by the large
merchandise export balence for the yesr. The frend
of capital and gold movements and foreign exchange
fluctustions sre discuseed in the financs chapter of this
issue,

Foreign trade of the Upited States resuited in the
acenmulation of an excess of merchandise sxportas over
commmodity imports exceeding 1.1 billion dollars during
1938, the liroest merchandiee balance szince 1921.
The volume of export frade in 1938 was as large es in
1937, though the value weas S percent lower. Foreign
aales in 1938 afforded substantial aid to two major
sectors of the economy upon which sérass was pluced
by domesiic changes—sagriculiure and the indusirjes
manufacturing darable goods.,  The proportion of total
production of movable goods which was exported was
higher in 1938 than in 1937.

Import trade, reflecting the reduced rew-materinl
requirements of domestic industry, the abundant
harvests in this eountry, lower prices, and other factors,
declined 36 percent from the 1037 total value. The
changing trends of exports and importz in the latter
balf of the year tended to reduce, to some axtent, tha
disparity betwesn exports and imports; exporis on o
sensonally corrected basis tended downward from May
through November, though turnng upward in Decem-
ber; and imports impreved moderately after July, as
domestic requirements increased.

Fosltion at End of 1336,

Siz months of recovery had by the ead of the year
resuléed in a substential improvement In geneval eco-
nonze condifiens from the siunbion prevailing in the
ficet kalf of 1938, Most of the major indicators of busi-
nesy ackivity were at 1033 highs in the final month of
the yesr, though the economy 2z a whole had not re-
gained the levels of nctivity reached in the first 8 months
of 1937, The December edjusted index of industrial
production compiled by the Beard of Governors of the
Federal Regerve System was 104 (1823-25=100), as
compared with the 1938 average of 88. Tha index of
income payments for December woa 84.5 (1920=100],
¢nd the 1938 average was 21.7. Hatail sales of genaral
merchandiss, seasonally sorrected, wars rupming close
to unit volumes in the peal months of 1937.

The inventory situstion at the end of the year had
nodergene a vary considerable improvernent as com-
parad with the end of 1937, Stocks in some lines were
low relative to the velumse of sales, though the situation
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waa not uniform; and atocks of raw materialz wers, in
general, large.

While prices of certain raw maderials o the ead of the
year wers above the June lows, there had been no wide-
spread strenpthening in the commodity-price stroeture,
However, the price movements in the laiter half of the
year brought some Improvemenst in price relationships,
which bad been radieally altered by the 1937-38 decline.
Finished manufactured poode continued to drift lower
throughout the year, while price movernenta of raw
materizlz and fsrm produeis tended to leval off efter
midyear.

The constraction indastry was & bright spot in the
outlook at the year-end, though no widespread improve-
ment in private consiruction other then resideniial had
oppenced. Nevertheless, the beavy velume of public
consttuction plased uoder contrnst in the latter half of
1938 and the prospective voluma of mde.ntml bmldmg
providess a backgmunﬂ for a subﬁta.ntml Spring rise in
building operations.

In addition % the zid afforded by the program of
public works aod large-scale housing, the activities of
the Federal Government in other fields were furnishing
important stizanli to business at the end of 1938,
National-defense programe were assuming incrensing
imporionee, and the rebuilding of the merchant marine
was affording support to the durable-geods industries.
The net axcess of Federal expenditures was largs, and
Government funds were an important source of business
orders,

Banking resonroes wors unusually high at the end of
1938, and intereat ratey remained low, but there was
no evidence of axpansion in buginess loans ontstanding.
Commereial losns in December were 3t the year's low
paint, and fotations of new capital isenes wers in rala-
tively small volume, Corporata ewrnings, however,
improved substantinliy in the last quarter of the year,
bringing a favorable fastor of considerable importance
into the foreground. The declining tendency of the
pound séerling in the foreign exchepge morkets had
been cheokad, although the rete was down from the
quotation ot the opening of the year.

Tuternational uncertainties and acute Europaan ten-
sione ot the end of 1938 sill copsiituted a highly un-
certain factor in the general ouflook. While recovery
had elowed 2t the end of the year following several
months of rapid rise, domestic factors gave no indi-
cation of near-termn deterioration in economic eon-
ditions. The brevity of the 1938 recovery movement
and the fact that programs ioitisted had oot yet
been fully reflected in business volumes gnve promise
of its continustion, even though the rapidity of
the expansion in soms directions indicated the proba.
hility of iregularity in the forwnrd movement. The
uncertainky and doubt -prevailing st the end of
1937 had, been replaced by a generil tone of esutious
optimism with ragard to the immediate domastic
business outlook.
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Commodity Prices

HE trend of commodity prices was downward

throughout 1938, bot in the final hall of tha
year thers was a glight lessenming of the dispersion
resulting from the abrupt fall in prices of indus-
irial raw materisls and farm products precipitated
in the closing months of 1937, In early surnmar, prices
of raw materiala snd semimanufactured poods showed
signs of atrengthening, and prices of a number of ataple
commodities advageed in June and July. The prices
of finished manufactures, however, continaed to deift
lower throughout the year, At the year-end thecompos-
ite index of raw-material prices wwas practically at the
early June low, but prices of finished poods were lower
than ot aoy time during 1938.

Among the principal price-depresting influences in
1938 ware the dedline in industrinl activity and in con-
sutnar income; the heavy supplies of many important
farm products, resulting from the racord 1037 erops and
the above-average harvast of 1088; and the largs stocks
of meny other staple commeditiss. The expansion in
business netivity during the second half of 1928, whils
checking the decline in prices, did mot remlt in any
general rise. The need for further inventory readjust-
ments in certwin lines, the large volurne of idle respurees,
and the unsettled world political situation tended to
prevent any great amount of forward buying, which
fraquantiy hae baan an important price stimulug in the
initinl stages of expansion in industrial activity.
Amoeng other price influences wera Government loans on
farm prodacts and purchases of sarplus conamoditios,
restrictions in production, and quotas of zuch produnts
#s yubber, copper, snd tin by internationsl eomtrol
agencies, and the waskness of the pound sberling.

Wholesale Prices

The general level of wholesale commodity prices fell
rather sharply in the first 4X months of 1928, though the
rate of decline waa not 2o rapid as in the lost 3 months
of 1037. By the middle of May, the Depurtment of
Labor index of wholesale prices of 813 commodities
stood ok 77.8 (1926 =100), as compared with 81.0 for the
elosing wesk of 1937 nnd B7.5 for the fourth week in
Septembar of that year. Flustuations of individual
commodities during the ensuing months of the yeer
wore frequently marked but were largely coumter-
balancing, with the result that the general wholasale
price level wns relaiively steble, Excopt for & tem-
porary rigs in July, tha index moved narrowly around
7% from mid-May until mid-October, and regiztered
ouly a slight dacline during the remainder of the year.
The index at 76.¢ for the fnal week in December was
around the isvel of the elosing menths of 1934,
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‘While the downward trend in wholesale prices dunng
the first 5 months of the year extended to all principal
groups of products excepd the meials and metal
prroducts group, the decline in the peneral wholesale
price level during this period was in the main atéribut-
eble to decresses in prices of farm products and food-
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stuffs, For the last 7 momths of the yeav, these {wo
groups regiztered only smal] ¢hanges, and a slight gain
in the prices of food products was mors than offset in
the sombined index by e further modernts decline in
pricea of commodities other than farm products and
foods. The changing reladionship betwesnh.-the price
level of farm products and industrisl commodities is
illugtrated in figure 4. In the latter paré of 1936 and
in early 1037, the index of wholesale prices of farm
preducts on & 1926 boae rose somewhat above the index
of prices of commodities other than farm produets and
foods, the spread between the two indexes reaching
5.7 points in Aprit 1937. With the preater reduction
in prices of farm products than in those of industrinl
commodities that followed, the relative position of the
twos indexes was reversed. The spread widened until
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May 1838, when the index of prices of farm products
reached o level 14 points below the index of the prices
of commodities cther than Jarm and feod products.
The spread ranged between 12 and 14 points for tha
remainder of the year.

Asis uﬂml in # peried of merked changes in business
activity, prices of raw and semifinished materinls de-
¢lined more rapidly thar prises of finished products in
the 1937-33 receesion and responded more quickly to
the riss in industrin] activity that begen in the midyear
{fige. 2ond 5}, Moody’s index of the spot prices of 15
staple commeodities, mors sensitive than the combined
index of all raw and semifinished materielz, and vsually
moving mora consistently with industrial activity,
dropped Irom eround 152 {December 1831=100) in
mid-January 1933 0 131 io sarly June. The index re-
bounded quickly from the June low os industrial
sotivity expanded (fig. 2) and registered a 17-point
rize by the end of July. 'The fell in prices of industrial
raw and semifinished materials, which was halted in
June, reflected chiefly the reduced purchnses resulting
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fromn decliping bﬁsiness nod the accumulation of stocks
in producers’ hands. Sharp sdvances fvom late Jupe

t¢ July In prices of staple commodities {notably rubber, .
nonferrous metals, scrap steel, hides, and silk} were:

reflected in » moderste advance in the index of prices
of induatrial raw and semifinished materials, as well o=
the sharp rise in the spot commodity index.  ‘There was
no sugtained genersl rise in prices of these materials,
despite the rabid advance in industrial activity subse-
quent ¢ June, as large stocks were awvailable to meet
incrensad demands.

In the upturn in sepsitive prices that began in the
midyedr, prices of scrap steel, following = steady decline
from §14 & ton (Iton Ape compesita pries) in Jannary to
a low of $11 in mid-June, advanced rapidly to $14.83 in
enrly Avgust, and fuetuated close to the Auvgust high
during the remsinder of the year. The year's peak of
#15 in November appreximated the prics in Auvpust
1038. Serap-stee] prices in 19338 ware influenced by the
Jarge decline in exports from the record figure for 1037,
azwell na by domestie marketfzetors. Nonlerrons-metal
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prices strengthened with the improved merket situation
in the latter hal¥ of the year, though lend and zinc prices
declined in late November and Decembir, after reach-
ing the year's highs in the fall montha. Zine prices at
the end of 1938 were substantially below these of o year
earliar. Rubber prices moved irregulatly downward
during the early part of 1938, advenced shesply from
early Juns through July, and showed no pronounced
change in the later months,

Finished-materinl pricez declined almost continu-
ously during 1928, thouph rempining af all fimes sbove
the general price lavel. The decline reflected in port
the adjustment to changed market conditions, lower
manufectunng costs, and the pressurs resulting from
lowar tonsumer imcomes, Prices of textile products
declined sobstemtinlly in the first half of the yser and
fuetuated irregnlarly after a elipht midyear rice. Pur-
chases of clothing by the W. P. A. in the letter half of
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the year wera & factor affecting prices of this group.
Prices of finished-steal products wera reducad from 7 to
17 percent om June 24, A temporary sut in prices of
steal shests and sirips in October resulted in large pur-
chazes of thess products, which hed an important effect
upon fourth-quarter steel operations, although prica
raductions were withdrawn in 2 weeks.

Prices of Farm Products

Prices of farm products began the year et depressed
levels. Under the influence of the Jarge 1937 harvests
sud declining consumer incomes, prices of farm producis
had fallen over 20 parcent from the spring of 1937 io the
close of that year, ennceling 211 the geins of the preced-
ing year. The index of wholsssle prices of farn prod-
vcts fell during 1937 from o recovery hizh of 84.1
{1926==100) in Muorch to 72.8 in December. It con-
tinued {0 mova lower during the first 5 months of 1938,
tha index yegistering 67.6in May. After small edvances
in June and July, largely beeause of & shaxp inerense in
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prices of livestock, the index dropped back to 67.3
in August, s grains sank to the lowest quotations since
May 1933 ond livestock prices declined. FProspects of
large harvesis and increzsing slaughter supplies of hogs
wers important factors in the August decline. Prices
advanced in Septercber and moved slightly but irregu-
larly downward during the remainder of the yeasr.

Grain prices declined fairly steadily during most of
1688. Wheat prices advansed in January, then turned
sharply downward undil late May, and, excapt for a
{emporary rise I June, showed little strengih until the
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close of the year. The spot price of No. 2, hard winter,
at Kaonsas City, everaged $1.05 during the 1938 penk-

price pariod in Jeneary and declined to 70 cents 1o early

June. After a rise to 87 cents in the third week of
June, the price fell buck and fductuated between 63 and
71 cents, the lowest July—December weekly rapge sinee
1932. The prospect of o large dorpeatic crop (which
becama assured in the latter part of the year) and of &
record world crop influenced the trend of wheat prices.
Tha price was supported by Government loans which
became operative in July, and by export subsidies en-
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nounced in September. The lnst month of the year
was marked by a rally attxibutable to & sharp guin in
exporie, & reduction in winter-wheat acreage, and wn-
{avoreble crop reporte for 1939. Corn prices, which
bad declined more severely in 1937 than had prices of
any of the other grains, sirengthened in early Jenvary
1938 and held feirly etable for more than & months.
Pricea fell during the thivd quarter, uander the inflvence
of the above-averagze 1938 harvesi and the large carry-
over from the 1937 erop, and im Movembar resched
approximately the level of the sams month of 1933,
but subsequently advanced, The average weekly mar-
ket price of oorn, No. 8, yallow, at Chicego, ranged from
55.3 to 60.6 cents per bushed to the middle of July, fell
to 42.8 cents in Novembar, and advanced to 52.4 cents
by the close of the year. Above-nverage exporis and
the Giovernmant loan program were important factors
in sustaining corn prices.

Cotton prices in 1938, s in the ladter part of 1937,
wera domipated by the heavy stocks. The avaerage
price of cotton, middling, ¥ inch, in spot markets fall
helow 8 cents in November 1937, Suppertad by the
Government losn program, which removed large sup-
plies from trade chsnnels, prices strengthened and
advancad to over BY cants in January 1038. Except for
periode of weakness in Jate May and early June and
during the Euoropesn erisis in September, the nverage
wealkly apot price held betweon 8% and 9% cents in the
frst half of the year, and within only 3 moderntely
lower range in the latter holf. The spot price at the
close of the year approrimated the early January
aversge. Poor export demand in the latter half of the
yoar wes o depressing influence; the yolume of exporta
in the August-Decamber period of the current cotion
seneon waa the Iowest sinee 1918, A large amound of
the new crop moved inte Government-loan stocks.

Hog prices advanced during the early part of 1838,
and following a decline, hgain advanced it mid-summer;
they moved downward after mid-July, veflesting chiefly
a Jarge increase in hog morketings. At the mid-March
high, the weekly aversge priee of packer snd shipper
purchases wos $9.07 per 100 pounds. From a secondary
peak of $8.69 in mid-July, the price declined to $7.17 in
the closing week of Decamber, or 6 percent below the
corresponding week of 1087. In contrast with the
movement of hog prices, cottle prices declined in sarly
1988, turped upward from mid-February to late July,
and held fairly steady throughont the remainder of the
year, ‘The price of beef steers at Chicago avernged
37,49 for the first week of Februnry, the 1038 low,
$10.80 in late July, and $10.43 the closing week of
December, a3 against $8.57 4 year earlier. Slaughter
supplies of cottle were smaller in 1938 than in 1937.

The movement of prices received by formers in local
markets in 1988 roughly parnlleled the movement of
wholesale prices, though thers was some divergenes in
the closing months. The index of faym prices declined
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from 102 {August 1909—Jaly 1912=100} in January {o
%2 in May and June, compared with o decline of 21
points o the latter balf of 1937, From June tha trend
was slightly but irregularly upward. Grain prices de-
clined steadily except for alight gnina in September sod
December, ‘The farm price index of coiton and soéton-
seed rose irregulacly from a low of 66 in January to 73
in November, then fell to 70. The meat-animals price
index sdvanced in the midyear, but in December was
practically at the Janvary levels. In 1987, deiry
products prices had moved in strilang sontrash to prices
of other farm groups, rising steadily in the latter half of
the year to a recovery peak in December. Prices fell
sherply during 1088, with milk production running
haavy, but, like othar livastock and Yvestock-producis
groups, remained above the genera) farm prics level,
The deiry-producis price index was 112 in December
1928, compared with 136 & year earlier. Butter pur-
chazses by Government agencies, initinted in February,
were & strengthening influernce.

The lack of balance betwesn prices of farre produete
snd oiher commodities, indicated by tha wholesale
price indexes, is further evidanced by the Department
of Apriculture’s index of ratio of prices received by
farmers to prices paid for commodifies, which fell from
101 (August 1900-Fuly 1914w 100) in January 1937 to
74 in May and Juoe of 1938. The index adwvsnced to
80 in Decembur,

Retrail Prices and Cost of Living

Rekail prices were lowerad only moderately during the
business recession ns compared with the large decline in
wholesale prices. Living cosis moved gradually down-
ward in 1938, according to the index of cost of livieg
of wban wage earners compiled by the National In-
dustrial Conference Board, but tended to level off in
the closing moanths and wera, og the aversge, 34 percent
lower than in 1937, The index in December 1038 was
86.53 {1923 =100}, compared with the 1937 high of 82.5
in October of that year and 83.6 in Dacember 1937,
A S-percent drop in the cost of foeds (the mozt heavily
weighied component of the index} from December 2537
to Dacember 1938 was largrely responsible for the decline
in the general index, although all componant groups regis-
tered decreasss. Clothing cosls were & percent lower
in December 1988, as compared with & year earlier,
rents were down 3 percent, fuel nnd lighting were frac-
tionally lower, and miscellareous items 1 percent lower.

Food coste were lower in anch month of 1538 than in
Decernber of 1937, but price movaments were irrepular,
deminated by the proneunced chenges in mmest prices.
Meat prices advenced 9.8 percent from February to
July 1038, reversing the eharp dowvnward movement of
prives in the preceding 6 months, than declined 6.6 per-
eent by December, reaching & level 5.4 parceat below
that of 2 year enrlicr, Fruit and vegatable prices, which
experienced the saverest declines of the food group in
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1937 and were the major faciors in the decline in food
coste that began in June of that year, were slightly
higher in December 1038 than a year emfier, while
cerealz and deiry products showed decrenses of 7.6 and
10.3 peroent, respeciively.  All other food groups except
eggs registared dechines,

Prices of departmeni-store ardicles, as measured by
Fairchild’'s index, nveraged 6.7 percent lower in 1633
than in 1937. The index dropped irom = high of 4.8
{Japansy .1, 1521==100} on Beptembar 1, 1837, to 8.0
on Anpuet 1, 1938, and remained unehanged until the
close of the year ezespt far a negligible decline of only
0.1 of a point from November 1 40 Decomber 1.

Wholesale Prices in Foreign Countries

Wholessle prices in foreign countries, ns reflected in
their official index fgures, tended to weaken throughout
1938 in the absence of exaeptional fastors which in  few
oouatries prevented the indexas from following world
price trends. (See fig. 7.) Toward the closs of the
year, however, the raie of decline become much less
rapid, and only the coniinued drop in cereals nnd ¢ertain
other sgrcnltuval produsts prevented o reversion to
dlightly higher lavala,

Uniesd Kingdom.

The United Kingdom may be taken sa tha oui-
gtanding exsmpla of the countries in whick the play
of normal factors influencing price developments was
ralatively anhnmpered. The penerul index of whoiesala
prices I the United Eipgdmin was still tendiog to
decline slowly at the and of 1638; the December index
was the lowest for the year, and 3.6 percent under tha
index for Decembar 1987. Aftar August, howaver, tha
not decline was very smsll, and a temporary rally
cccrred during Oectober. After the middle of the
¥ent, the price weskness wos confined almest exclusively
to the ceresls group; other groups either oscillated
withip parvow limits duving the second half of the year
ot rallied somewhat, the nonferrous metals group rising
toc the highest figure since October 1987. The com-
bined index for foedstaffs, induenced mainly by the
continzed weakening in ceoreals, reached its low polnt
in November, recovering slightly in December. In-
dustrial materials and manufactures hed reached the
yaar's low in June. Drespite the decline in the genernl
piice level during 1938, the average for the year was
higher than in any earlier year sinca 1929, except 1037,

Sweden, Netherfands, Belfghum, and Ganzda.

Prices in Sweden were for the meat pert allowed to
find thair own level in 7038; althougb i is the official
policy to prevent violant Auetuations, pnd many intemal
prices nre gtabilized by agreement among produacers
ovar conziderabls periods. Vegetable foodstuffs, fead-
stufiz, emd textiles weskened throughcut the yesr.
Maost other groups and the genaral index declined until
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Awgust, and thereaiter showed litile changa; metals
and metal products comtinued the decline fhrough
Septernber and, along with fuels and oils—which were
gtill falling in November fthe latest month for which
details are available}——experienced the greatest net
drop for the year {18 percent). The fall in the general
wholesale index from December 1937 to December 1238
was 8.5 percent, #3 ppoinst 5.6 percent for the Uhited
Emgdom.

The wholesale index for the Netherlands reached its
lowest point for {he yesr in November, with o slight
upturn in December. The dedline in the foodstufs
group was leas marked thon in several other esuntries;
and in this group two expart producis, butier sad
vheese, though averaging shightly lower than in 1937,
ware in November 1938 as h:gh az or higher then 2
. year earliar.
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The net decline of 3 percant in the Belgian index was
about the same as for the Unitad Kingdom, hut the
devwnward trend continued throughout the year, axcept
for a slight rally in Septembar. The weakness at the
end of the vear was lerpely in foods and textiles but
some weakness was also shown in petrolenm produets,
chemicals, and fats.

For 'Gauada the decline between the end of 1937 and
the eod of 1038 weas somewhat grester than that for
other countries (11 o pemmt}. prubu.bly owing to the
importanes of grains in the economy. The
decline in the index figure for graing amounted to over
50 perceant in 1033,

France,

The chiaf factor in Franch price developmants during
1923 cnusing them to deviate widely from the penaral
trend was the weakness of the currency threnghout the
yanr., The wholesale index in Ilecember was 8.4 par-
cont higher than s vear eorlier, o lorge part of the
ineronse occwring between Septernbar nnd Decemmber.
Reduced to a pold baeis, howevar, thera was a net

IS0 b togh | 7932 | iead §193s ] 3% ] 15ee 1937
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decline in the December index from December 1837 on
this basis the price index reached its minimum io
September. Accompapying the rise in the actual index
toward the end of the vear was a steadying of the
exchanga value of the franc; so that the gold index
reflected nlmost in its entirety the rise in the unadjusted
index. The comparaiive price position of Fronce at the
and of the year was thuz betier then a year enrler,
despite the rise in the fingl quarter; sod while the rize
in prites iz terms of the frane intensified internal
econpmic diffeulties, the decline on o gold baesis may
help to mecount for the rather sharp rize v French
exporis in the cloemp moenths of 1038,

Germapy, Itaby, and Japan.

In conmntides with a closely controlled economy, exer-
plified in 1938 chiefly by Germany and Itoly, world
price trends had a rather yemoie ivfluence, aad the
Telative scorcity or abundance of commodities was a
fuctor of greater inportance than their price quotaticns,
Iz Germony, prices during 1837 had failed to follow
the rise and subsequent decline of world prices; and
similarly in 1028, in contrast with the declines in most
other countries, prices were relatively stoble, with a
tendency to advance sligchtly toward the close of the
year. I[n Iialy, undar prica conizol the wholesale
prics index did not rise following the devaluation of the
ourreney lete in 1986 to a degree commensurats with
the reduction in walue of the currency; and, on the
other hand, the fall in infernationsal price levels lata in
1037 and over most of (338 was not reflected in Italian
prices. The index after ecurrency develuation rose
steadily, though slowly, through December 1037, and
sfter n ismporary reaction in Jamuery and February
1938 apain advanced (sside from a drop in July)
through Movembar 1938, the latest month covered by .
available data. Betweon September 1936 and Decem-
ber 1937, the rise amounted to 25 percent (in contrast
with o rigs of 50 percant had prices reacted directly to
devaluation of the curreacy). The net increase between
December 1937 and November 1938 amountsd to
glightly less than 1 percent. In both Germsey snd Italy
fhe use of subatitutes was required in the case of szles
in the domestic maricat, a few commaodities were prae-
tically unobtainabla at any price, and in some instancos
the standard of quality is reported to have hoan
lowerad.

In Japon, tho emphasizs was on produciion control
rather than priee raguiation, with particnlar attention to
military requirementz. The advance, however, Was not
nniform, the increase heing concentrated mainly in the
period between November 1937 and Juna and July
1938. The index was somewhat lower in Augpost and
Suptemher; snd slthough an upward érend was rasumad
in Qotober, the November figure was silll slightly
balow the June-Fuly level.
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Production

Manufacturing

MﬁHUFACTURING production, which had fallen
vory sharply in the fina]l 4 moppths of 1937, ex-
pertenced but slight vanation during the Arst half of
1928, In the absence of the seasonal expansion uaual
during this period, the adjusted Federsl Reserve index
drifted moderataly Yower through May. In that month
the production of nondurable poods turned upward, and
was followed in July by an increase in the output of
durghle goods. For the remaining monthes of the year,
production of both iypes of preducts rose to o polaé
substaniially ligher thag the low of the second guarter;
although by the end of the year, total volume of mony-
facturing ootput was about 5 percent less thau the 1937
average, on a soasonally adjusted basis.

Dwespite the marked recovery in manufacturing oper-
ations in the last 4 manths of the yeor, the volume of
foctory output for 1938 was penrly one-fourth below
thot of 1837, according to the Fedaral Reserve index.
Dato recently made available by the Buresu of the Cen-
sue indicate that in 1987 the value of product of all man-
ufacturing industries was 80.7 billion dollars. This wus
nearly twice the value of outpué in 1932, and only about
11 percent less than the 1929 value. As prices in 1037
pverhged considerably lower than in 1829, the volume
of ovtput in 1037 was apparently not far below the 1929
peal, although on a per capite basis it was definitely

lower.) The populstion imcremsa in the § years wnse |

about 7 percent.

Only a few mujor industrisz produced a larger volurne
of produets in 1938 than in 1937; and, with few axeap-
tions, these rains were small. The changes in the
rvailable series for n wide range of indusiries are shown
in figurs 9. The differones in the declines o the dur-
ahla and nondurable goods indnstries iz elear fvom this
chart.

Fluctuatons in Durable Goods.

As is usval during eyclical fluctuntions in business
activity, output ¢f durable goods during the past 2
Fears underwent much widar flucteations than did pro-
duetion of nondurable goods. Figure 8 reveals that
dutable-goods production in Juns 1938 dropped to &
volume approximating the averaga of 1933, and then
advanced to s level not far balow the nvaragm for 1336.
Change= in the outpnt of nondurable goods wera of
mueh smaller amplitude, but the chart indicates that
cutput of thess industnies in the second quarter of 1938
wes down {o the 1033-34 laval,

't An indez of Ko voluoss of ol produaion based oo fhe Cansng of Manu-

Expiiires b avnilable for conaeys Teate cororing Che perled 16I0=1006. . (Goa e BEianhis]
Gonmes of Manalocbares, 134 Ao Ihder o 1937 sy bo wvalabls ok s g Snts.

While the rise in husiness activity and in the national
incotng during the latéer Lall of 1338 cave & marked
stimulus to sales of durnble consumers’ goods, expan-
sion in producers’ geods industries was slow durisg
thie period. Considerations of technical efficiency pro-
mote capitel expenditures during pericds of rising bausi-
ness and sepurity marchets, but with a large volume of
plant and equipment idle a3 o result of subnormal oper-
ations, the need to axpand existing facilities wny not
urgeni, even &t the end of 1938,

Machinery—Machine-tool orders dwing 1928 wers
markediy below thoss of 1937, bat compared favornbly
with such orders for other recent yaorys oxeept 1928 and
1020, when productive facilities were being rapidly
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incrensed. According to the mdex compiled by the
Nationsl Machins Tocl Bullders Associstion, new orders
reached & recovery high of 283 (monthly shipmants
1926:=100) in April 1037. The index deslined rapidfy
in subsequent months, resching 68 in May 1038.
Thereafter the index twrned upward, szd by Deocember
reached 147. Duriog the fixst holf of the year, foreign
gources provided a littls more than half the fotal bugi-
ness booled. 3Such orders fell off in ths iatter months
of the year, but this decline wos more than offset by
the rise in domestic business. From the point of view
of hoth orders and shipments, 1938 was £ vear of
exceptionally larga foreism business for this induvstry.
Exports of metal-working machinery, for example, ware
valued at neariy 60 percent more than in 1937. '
Marked declines in 1938 business were the rule for the
other machinery industries for which dada ara neailable.
New orders for eleptrical equipment wers a third lower
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thon in 1937 snd 40 percent less than those of 1928,
according to data reported regularly by 78 manu-
facturers, Shipments of foundry equipment snd wood-
workiag machinery were only about ome-half as large as
in, 1937, and shipments of alectric overhead cranes were
reduced about one-third. Other important machinery
items which were produced in smaller quaantities in 1938
than in 1937 included sir-conditioning equipment, oil
bumérs, machapical stokers, and pumps (steam, power,
cantrifugal, gasoline, oil, grense, and other). According
to sample dais collscted by fhe Buresu of the Census,
the value of tractors produced {excluding garden trac-
tors) was 34 pereend lesz than in 1937, bui output of
combinea snd graip threshers was higher. Data for
othier types of farm equipment ars not yet available.

Sieel —Steel-inzot production in 1938 smounted to
about 27,500,000 tons—approximately three-fifths of
the 1037 total and not much more than half of the
record (1929} cutput. Ingoet cuiput engaged lese than
one-third of capacity unil July and finishing plants
were operating at the same low rabe, ps dizéributors and
industriea using steel pradually adjusted their stooks to
the lower level of consamption. By July, price radus-
tions, combined with the ravival in business generally,
lad to a sustained rise in the rate of oparations., In
November, the mills ware producing ingots at the rate
of §1 percent of capacity, but in the concluding month
of the year, vporations wers raduced to 54 percent, a
maore than sersonsl decline. Fluctuations in the finai
quarter wers influenced by temporary price reductions
which indiced o substantisl wolume of advance pur-

chazing of the products affected, for delivery before

the end of the final gquartar.
Aléhough final fipures are not yet available, it

sppears that all of the major consuming industries

took less atael in 1038 thon in 1937, Consumption
by the railroads, and by the automobils, machinery,
and metal-container industries was Jefinitely reduced,
and it 15 likely that less steal went to the building
todustry than in 1937,

Hutomobiles-—The avtomobile industry typifies the
durable consumers’ pooda lines, in which sales and
output are subject to wide variations ae business
aetivity advances or recedss. (See fig. 9.0 In the
middls of 1938, the monthly ocutput of passenger curs
snd trucks dropped to less than one-third of the assem-
blies o year carlier, The trend was downward unti

early fall; but prodection gains aftar Ssptamber, when |.

new-model cars became pvailabla, were in axcess of the
estimated risa which wsually accompanies new-model
introdoctions. In November and December, output
roze shova tha 1937 prodaction, following the sales
pattern. Paossenger-car produvction for the yesr was
about helf of the 1927 total, and the decline in motor-
eruck oufpus from the record 1537 totnl waa almost
0s great,

The trend in produetion and sales of other durable
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consumers’ goods followed, in general, the pattern of
the 2utomobile industry, althouzh the 1938 decline was
not 20 lorge iIn the other major lines for which data are
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available. The avarape decline for thesa industriea
was prebably between 20 and 40 percent.

Afreraft —Manuiacturing operations in the aircraft
industry moved forward {0 & new bigh in 1938, a
contrast to the genernl trend of mannfscturing produc-
tion. Aggregate value of output, including aireraft,
engines, parts, and sccessories, was about one-fifth
higher than the previous record yeer, 1837, eccord-

ing to trade estimates. The expansion resultad from |

lerger domestic militery deliveries and an active export
demand.  Value of civl fiying equipment produced was
smaller then in 1937, eirlines having curtailed pur-
cheses in 1938 after subsiential additions to equipment
m the preceding yeer. Exports of pireraft, engines,
parts, and accessories were valuad at 368,000,000 and
necounted for about holf of the value of total dehvamm
during 1938.

Building materials. —While data compiled by this
Burseau indicate that the value of building construction
{ineluding maintonanee and worlz relief) recorded a
sall gpin 3o 7938, ss compared with 1937, building.
materia]l manufactarers for the most pars operated at
% lower rate than in 1937, Lumber production was
radnced about one-fifth and cement produstion about
one-tenth. Other prodeets which showed marked de-
clinez in 1938 inelnded common and paving brick,
bathroom accessories, oil burners, window glass, and
gypsum boilding piasters. Shipmentz of prepaved
raofing, however, were nearly & fifth higher than in
1937, and only about 12 percent lower than in 1629,

Prodperion of Nondorable Goods Diown & Parcent.

The nondurable-goods indvstries did not experienca
fluctuations of the magmitude shown by the durable-
goods lines during 1937238, but it is nonetheless true that
severol leading industries, notably certain branches of
the textile group, experienced rather marked wvaria-
tions. The Federal Reserve seasonally adjusted ndex
of textile production, hased upon daie for cotbon, wool,
and silk meoufacturing, drepped more than a third
from the summer of 1937 to the spring of 1938. The
subsegquent revival, which wos interrupted briefly in the
fali, carried the index, by December, up nearly 64 per-
cent fo 117 (1923-26=—10{), the high point ¢f the year.

Textiles.—Cotton consumption was aboud ome-fifth
less than in 1937—the latter being a record year for
consumpion—and milt talings of wool were reduced for
the third consecutive yeer. Rayon-yern production
declined about one-fifth from the 1937 totel, the first
mejor recession ever experiemced by this indusiry,
There was, however, & smoil gain in consumption, stocks
being drawn upon during the yenx. Ad the close of the
Yyerr the inventory situation was comsidered reasonshle
with reference to the demand. Productivn of rayon
stapie fiber, while stll & relatively snall preportion of
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the total, continued to expand, as it lma done in other
recent years.

Foodstiyffe—The meat-pocking industry reporied a
gaie of about 10 percent m the production of beal and
veal, lamb and mution, and perk aod lard, in 1928 as
comparad with 19387. Livestock suppliea were lorgar,
after heving been raduced in recent years as a result of
the 1834 and 1936 droughis. The goins in meat pro-
duction were Inrgely confined to lamb and mutten, and
pork and lard, with the lotter classification. showing o
rieg of 20 percent. Consumption of these producis
showed some improvement, but part of the increased
produciion wenl into stocks. TProduction of beef and
venl ehowed a small gain over 1337 2nd copsumpfion &
glight decline.

The ranned-vegatabls pack was npparently slightly
below the record volume of 1037, sccording to data
received from practically all of the important canners.
Sugar meltings were reduced sbout ¢ percent im 1688
as compared with 1927, but whesi-flaur production
inereased slighély.

Tndustrial chemicals —FProduetion of industrial chem.-
icals was ip reduced vohmme i 1933, a2 demand from
consuming industries making & wida range of producis
requiring chemicals wae gurtailed. Metbanol, aleohol,
sulphurie acid, superphosphotes, fertilizers, and namer-
ous other products were ncinded in the list of items
which wers produced in smaller quantities. Tha
ecellulose-plasties indvatry also reported a2 decline in
ouniput, after baving ysached g record bigh in 1937.
Menufacturere” sales of paint, varnish, lacquer, and
fillere were down about 15 percent from 1937. Ani-
mal fats and gres=es, and shorternings and compounds
wora sinong the faw producis in fhis group showing
grins in onbpud in 1938 as compored with 1937.

Pefrofeum  producls,—OCuiput of the major refined
petroleum products showed only moderate declines in
1938 a3 compared with 1937. {Zesoline produciion and
goasumption each showad 2 decline of about I percent,
while stocks, which were at & record figure in the
spring, ware reducad by the end of the yeor to w level
approximating that of a year sarlier. Production of
fuel oils (gne oil and distillate fuels) was about the
sgme o5 i 1937; but as consvmpiior was reduced,
stocls at the end of the year were wel! above those ot
the close of 1937, and the heaviest on record.

Fines ~—Glass-container production was about 18 per-
cent Jowar in 1838 than in the record year 1937, Out-
put of beer bottles snd lLiguer ware, which were the
most onportapt factors in the gain m output in 1937
over that of the precading yesr, declined by about 50
parcemé and 12 percent, respectively. Reflecting in
large messura the declire in auiomebile production,
plate-glass output was less thaa haif thot of 1937, when
production was not far belind that of the record year
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1936. Window-glass cutput in 1938 was halved as
sompared with 1937 production,

Pzper—The mujor types of paper wers produced in
gmnller volume in 1938 than in 1037; the decline for the
total of all {ypes amouated to about 10 percent. Pro-
dugtion of newsprint was reduced about one-tenth, and
imports of Canadian product showed an even greater
relative contraction. For ¢he othar major paper clnesi-
fications, the declines from 1937 were as follows: paper-
hoard, 11 percent; wrapping paper, 6 parcent; coated
book, 25 percent; snd uncoated bwok, I8 persent.
Production of paperbonrd shipping boxes was reduced
4 parcent.

Rubber fires ond tubes.—Froduction of rnbber tires
snd tubes was about one-fourth lower in 1938 them in
1537, and about 40 percent below that of 1920. Tha
decline from 1937 wis in original-aquipment tires;
while replacement sales showed & gain in 1938, aceording
to tha available estimatas.

Electric Light and Fower

Eleotric ensrgy uwiilized in 1938 showed a downward
tendency during the first 5 menths, extending the
decline which began in September 1937, After May,
the patiern was roversed, and eucceseive Inereases
oceurred in the following 7 months. Tt was not until
November, however, that enles of current to ultmaie
eonsumera axpeeded thoee in the ¢orresponding month
of 1987, For 1938 as » whols, conpumption deereased
6 parcent from the record sales in the preceding year to
93,400 million lhlowstt-hours, according to reports of
the Edison Electric Institute, This represenis the first
vearly decline sines 1932,

Sincs over one-half of all electricity sold is normally
purchsased by industry, fluctnations in businesz activity
have & devided affect npon the sales curvs. Kilowatt-
hour demand of induetrial eustomers was down nesrly
18 parcent in 1935 in comparison with 1937, the sharp.
st roduction on record.

Residential and Commercial Loads at Peak Levels.

In coniradistinetion to the lower average use of elec-
tricity by industrial establishmends in 1938, resddential
and retail commercial demand reached new high levels,
showing increases over 1937 of 10 percent and 5 percent,
respectively. The yearly expension in sales of cwrrent
to residentinl customers wus ot o slightly lower rate then
in the preceding 8 years.

More electricity per residentia) customer was uszed in
1938 than in any previous yeur—350 kilowatt-hours,
compared with 703 in 1937 and 727 m 1036. Average
rites charged for canrent sold to the home were again
reduced, aecording to Edison Eleetric Institute, thus
oontinning the decline which has been in progres: almost
without intapruption throughout the history of the
electrical industry.
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At the end of 1938, the electrie utilitias wera furnish-
mg gervice to over 27,763,000 costomers, 601,000 of
which were added during the year. More than 163,000
farme ware newly connected o electric lines in 1938,
The extension of slectricity to rural areas has beon con-
sidernbly stirnylated by tha program of slsetrification
institnted by the Rural Electrification Administration.

Groaa Revepnes Docline Slightly.

(ross revenuss from seles decrensed less than 1 per-
cepd froxn the resprd total of $2,181,000,000 in the pre-
ceding yenr. Net income of the elesirie-powear com-
panies, however, iz estitnated st about 7 pervent below
that in 1937. The curtailment in gross was due to the
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cavere decline in receipts from induetrial concerns,
since revenues from snles 1o residentiol and reiadl come
mercial customers were at new high levels. Combined
revenoes from residential end vebail commercial con-

sumers in 1938 reprasented 44 percent of gross revennes,

the highest proportion in any year for which data are
availehle. _

A graphic presentotion of elestric-ulility revenuss,
by principal classes of service, is given in figure 10,

Eblectricicy Generated for Public Use.

The production of electric enargy for pubbc uss in
1938 totaled approximately 113 billion kilowatt-hours, o
dentenza of § percent from, the output in 1937, Thess
data sre according to yeports filed with the Fedsral
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Power Commission ; they do not include current gener-
ated by electric railways, eleciric reilroads, and other
plants which produce principally for their owm use.
About 3% percent of the todal energy for public use was
generated by water power. This compares with 37
percent in 1937 and gives evidence of unusually favor-
able water conditions throughout the country,
Qenerating planta available for service (including
those owned by eleciric railways, railroads, ete.} had a
total installad cepacity of 38,844,000 kilowatis as of
Decexaber 31, 1938, compared with 37,032,000 kilowatis
st the end of 1937. New installations wers partinlly
offset by the retirement of old sguipment having =
capecity of approximately 250,000 kilewatts.

Mineral Froduction

Coal and petrolewm —Mining industifes operated
during the first dhree quarters of 13%3 at & rate under
that which preveilded in 1937, althoueh production
turned upward in the September quarter and mmoved
higher in the final gquarfer. During the summer
menths, prodoection of bituminous cosl cm & szasonally
edjusted basis dropped to the 1933 level; for the year,
cutput was more than oneffih lower than in 1937,
Production of anibhracite nlso declined, after reaching &
relatively kigh volume in the spring of 1937; but fox the
yeor 1938 the cortailment in output wos less than thai
in the bituminous coal industry.

The maintanancs of & high rate of patrolevan produc-
tion through the esrly part of 193% brought exceadingly
bigh slocks, o that operations wers reduced consider-

ably subssquent to April. Stocks of crude petrolenm |

were then drewn down, and at the end of the year they
were the lowest ginse fthe induatry aseummed major
importance.

Copper, lead, and sine—Primary and secondery
output of coppsr by the refineries was nearly one-third
less in 1938 than in 1937. Production excesded con-
sumption duzing the first 5 months of tha yéar, with a
consequent steady and sobstantial rice I stocks.
Operations were ourtailed in the sammer, snd with
s marked improvement in consumption during the latier
part of the yasr, stocks wore reduced by the end of 1938
to about the loval prevailing at the end of 1037.

Somewhst the samwo situation preveiled in lead and
zine refining, but production of the latier exceeded
congumption by & wide mergin. As a result, stocks of
zine, which in the sammer of 1987 warae the lowest in
13 vaars, ware built up by midyear to the highest lavel
on record. By the end of the year, some reduetion in
gtocke was noted. For the year as a whole, production
of lesad was sbout one-fifth lower than in 1937, and zine
output showed & slightly larger decline.
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Africulture ?

Crop production m 1938, reflectmg high yiekla per
sere, was reported by the Department of Agniculturs fo
be about 5 percent above avernge, Output of the 53
major crops was only about ¥ percent lower than in
the unusually bigh year 1037, Because of the marked
deeline in prices, cash farm income from farm marketings
was abhout 13 percent less than in 1037, in which year
the toial was the largest sines 1830, (See fig. 11.)
Weather conditions were wmostly favorable, although
considerabla acreage sbandonment wes reported in the
central and northern portion of the Great Plains wheat
halt.

Though the averaze vield par sere was unwsually high
in 1938, it was about 5 percent below tha exceptionslly
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Fliurs 11.—Tidexas of Prices Rocrived by Fatmers sl Cash Incoms Froun
Farm Murkeonge, I91%-38 (1. 5. Departovint of Agelculonre).

Hurk.—The index of each {noome b adfusted for sedsons] vurietions mmd doss wt
Inclyde pevarnroental paymsn k.

heavy wield of 1937. The tolal aren of 45 crops hnr-
vested in 1938 was estimated ab slightly under 342 mil-
lion peres, s amall gain over 1937 and an ineresse of 7
percent over the average for the 4 drought years. Tha
area of crops planted for harvest in 1938 and subse-
guently abandoned waa aboui 14 mithon ncres. This
was the smollest loas of acreage sfoce 1922; but it was a
significant proportion of tetal plantings in the ceniral
and northern portions of the Graat Plains, where most
of the losses occnrred.  Nearly one-hal of the acreage
lost was in winter wheai, and abouwt onefifth was in
spring wheat. The total acresge planted exceeded that
of the drough# year 1934, hut was below the acreage in
ull other years sinte 1924 and 20 million acres less than
the peak plantings of 1032,

1 Based o Idoantathon moada wvailakia by the 17 3 Depaeteil of Apricoltare,
Torsan of Areleultoral Bosnonbs,
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The large reserves ¢arried over from the bumper crops
of 1987, together with the relatively large production in
1938, have resulied in en incresse in the available sup-
plies of many farm commedities. Suppliea have olsc
besn affectad by the rdatively small numbers of live-
stock on farms. The only crops lor which supplies
appear to be low sre apples, cottonsesd, buekwhent,
and domestic flaxsead.

Farm Locore,

Cash farm incoms, including government payments,
was estimated by the Burean of Agricultural Economics
ab 37,632,000,000 for 1938, sz compnred with 38,574,-
400,000 in 1937 and $1{,475,000,00¢ in 1923, Receipts
froxn crops were about 18 percent less than in 1987, snd
income from the sala of livestock and Liveatock products
waz aboutl O percent less, Government payments,
however, were Jarper in 1838 than in 1937.

Cash income from sales of eorn, peanuts, soybeans,
and several minor crops was larger in 1935 then in
1037, but for the other important crops, declines ware
reported. The lergest decroases were those for cobton,
including seed (25 percsnt} and fruitz and vegstables
{22 percent). Luarger marketings of frnits sarlier in the
year ware more than offzet by lower prices. Salas of
repetables did not vary greatly in volume from the 1937
fipurs, but prices averaged much lower. The mors
rapid movenzent of cotton and tobaceo to market, snd
loane on cotton, tobreco, and ¢orn, helped to maindein
incomes from crope in 1935,  The Buresn reported that
by the and of the vear nearly 95 percent of the 1938
cotton erop had been sold or placed under govarnmant
loanzs by fsrmers, as compared with an 85 percent dis-
posal of the 1037 crop at the and of that year. Also, s
much larger than ususl proportion of the 1838 flue-
eurad snd burley tobaceo erop was sold in the ealonder
yeoar 1938. Part of the eotton, corn, and wheat orops
which ordinarily would bave besn held by farmars until
1939 was placed under povernment loen in 1938, and
the inclusion of loans in the estimates of incoma has
helped to inereass the Tetvrns from these erops during
1938, '

Marketings of livestovk and livestock products ware
slightly larger than in 1937, but lower prices raducsd
the aaeh income from thia soures. Reeaipts from asles
of ment animsls wera reduced about 7 percent from
1937, while thesa from dairy producta showed approxi-
mately the same reduction. Income from the sale of
chickens and eges was ahout 11 parcent lower in 1938.
The trend of total cazh income from farm merketings
i shown in fipure 11.

Cash income in the North Atlantic Statea was 7 per-
cent lower in 1938 than in 1937; Vermont, with increased
returns from maple sugar and dairy products, was the
only Stata in this region for which a larger income was
reported for 1938. Ioncome from all crops, ercepl
apples and peors, was smaller then a year earlier in the
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region as a whole, and smaller returns were obtained
trom oll livestock products.

In the Fast North Centinl States, decressed retarns
were reported from all farm commodities except corn
and tobacco; in tha aggregate, the dacline frore 1037
was nearly 11 percent. Largar imcome from com,
cattls, snd Logs, in Iowa, wod from corn, wheat, cattls,
and hogs, in South Dakots, liffed iofal receipts in
theze States 7 ahd 8 percent, respectively. In lowa a
snbatantiel part of the increase was from loans through
the Clommodity Credit Corporation. Deapits these
gaing, the West North Central States as & group
reported & 7-percent decline m 1938 as compared with
the preceding wenr, The Sonth Atlantic States re-
ported signifieant declines in receipts from coiton,
tobacco, citrus fruits, #nd truek erops, with the de-
crogges for afi products amounting to 15 pereent.
Governmeni payments were Jarger because of cotton-
prica-ndjustment payments, so that total receipts
for the region were down oxly 12 perceut.

ERecaipte from the gala of farm commodities werae
reduced azbowt 17 percent in the South Central States.
As in the Sonth Alaniic States, farger government
payments partly offaet the lower revenuea from eales,
so that tofad receipts were 12 percent kower than in 1937.
Among the erops, the largest reductions wera those
reported for wheat, eottox, and fruck crops. The

. Western States also reported decreases in receipts from

both crops and livestock. These weare affset to 8 amall
exteni by the gnin In government paymenis, bt tha
total of 2ll receipis wns 19 perceat lower than in 1937.
The Iargest reductions were in roceipts from wheat,
cnttle, potatoes, truck crops, citrus frutts, and grapas.

Prices of Farm Products and Prodactlon.

Avarage prices received by farmers showed relatively
small Auctuntions during most of 1938, According to
tha Burean of Agrieultural Econornies index basad on
prices of 47 comrnodities, pricss declined slowly in the
first half of the yaar, in continuation of the decline
which oecurred during tha final 4 months of 1937. In
Jung 1933 the index stood at 92 (August 1908-July
1914=100), as compared with 97 in Fabruary and 123
in August 1937, During the lattar half of 19538, the
index advanced uniil it reached 9§ in Dwecember.
Though the index showed only minor changes from
month to month in 1938, the average for the yvenr wos
sahout: one-fifth lower than in 1987 (fig. 11). Prices
paid by fnrmers (excluding rents, wages, and interest
on mortgage loads) showed only w small decline frem
the middls of 1937 to the end of 1938, A discussinn
of price movements i included in the price chapter.

Wheat.—Tha wheat crop totaled 930,861,000 bushels,
about 6 percent cbove 1987 and nearly one-fourth lavger
than in the 10-year period 1927-36. The larga crop
wes produced despite the absndonment {because of
unfovorable wenther conditions ir the West North
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Central States and in the southern poriton of the South
Ceniral States) of more than 12 percent of the original
nerenge planted. The vield per harvested acre was
lower than in 1837 and also slightly below the average
for the 10-yaar peried 1927-36.

Corn—Corn producticn for all purposes was 2,542 -
238,000 bushels in 1938, o decline of 4 parcent from 1987
but & substantial inerease over the 10-year wverage
{1027-38). Tha yield per hervested acre whs large,
though slightly below 1087, when the largest yiald i
15 years was reported. Acrenge planted to corn was
sommewhat less than in 1937 as a yasult of acreage quotas
eatablished by the Agrievitwenl Adjustment Adminis-
tration. Government holdings of corn nnder the 1638
and 1038-30 loans are small relative to the larps hold-
ings from the 1934 crop, but are somewhat above those
for the interveging vears. Production of oats was about
9 percent lem than in 1937, and the barley crop was
shont 14 pervent larger.
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Cotten.—The cotton crop was estimated ot slightly
over 12 million bales, as compared with an exceptionally
henvy production of nearly 190 millien bales in 1937,
The 1933 crop showed the secomd highest yield on
record and was secured from the smollest acreage picked
since 1300. The decline in production waz accom-
panied by a drop in both domestic and foreign consump-
tion of American gotton. Fovr the third comsecutiva
year, world stocls recorded an increase, the I-percent
rize in 1438 lifting the totzl above £0 million bales,
of which ahout ene-half is American eotton. Exports
continned at a low level; and while the total for the
crop year ended July 31, 1938, was alightly above the
preceding year, exports of the new erop through Decam-
ber wete the smallest for any similar pariod since 1918,
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Ionsmuch s figure 12 presents the data on & cotéon-
year basis {Avgust—July}, the yield from the 1938-30
crop is not plotted.

Despite the unfavorable supply situntion, the price of
middlmg %¥-ineh cotton was meintained above 5 cents
a pound throughout the year, supported chiefly by the
government loen to cotton growers, CGovernment-lonn
atocks of sotton were more thag 10,700,000 bales at the
end of 1038, On Decembar 10, the sotton growers
voted to extend the cotion morketing quotsas duripg
1939,

Fruils and vegelables. —Fruit produetion, including tha
prospective 1938-39 eitrns erops, will probably be about
10 pereant below the large crops of 1937, but otherwise
will ba the largest op record. The quontity of vage-
tables produced for canning and processzing wos only
ubout § percent below the record crop of 1937, Vegme-
tables grown for shipment to markets wera raised on
omy u elighfly inrger acreage than last year, but pro-
duction was up § parcent wod at 5 new racord high.

Feed graine.-—Production of feed preips in 1028 was
ahout 4 pereent lowar than in the precading vear and
nboui. tha same as the averaga for the years 102332,
‘The carry-over from the 1037 crop was unusually larpe:
and, with livestock numbers sGll relatively low, the
sunply of fead proios per wnit of livestoek and poultry
iz as large s in any year since 1921. Including the
carry-over, the supply of hay per unit of livestoelk is the
second largest in 30 years.

Elvestock amd Livestock Prodarces.

With fead graine abundant and chesp, there was a
general tendency to fsed lLivestock and pouly rether
liberally during 1938, ‘The production of Livestock and
livestoel: products, however, was ltmided by relatively
small numbers of livestook on farms, paridoclarly of
hogs and chickens, az the result of liquidation following
the droughts of 1934 and 1936. Aithough final figures
are not yat avoilable, present indications sre that the
nat production of meat snimals durmg 1938 was about
T percent loxger than in the precediog year. The
heaviest incresge in production, compared with 1937,
waz for hogs, swhich, with a favorable corn-hog ratio,
showed o gain of 15 percent over 1937. This ratic in
November was the highest on record, snd was cnly
elightly less favorable in Desember. Sheep and lnmb
production was about & percent larger tham in 1937,
and production of cattle and oalves showed o somewhat
smaller gain. For eattle and calves, heavier slavghter
waights more than offzet the decline in the number of
snimals slavghtared. The quantity of milk produced
on. farms was the largest on record—sbhout 4 percent
more than in 1937, Produetion of chickens snd egys
wae also larger in 1938, the former showing o gain of
ghout 10 percent snd the latter 2 percent.
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Construction

HE marked 1se in construction contracts awsrded
Irom Maorch through the finsl month of 1938 was
an guistanding development of the year, The season-
ally adjusted data plotied in figure 1 indicnte that the
value of contracts, as zeported by the F. W, Dodge
Corporation, dropped in sarly 1938 to tha lavel of the
spring of 1086, but subsequently more than doubled.
The Decsmber ndex wos higher than &t sny time since
the ficst hali of 1930, -
Tha trends of construction activity for tha pear 1938
have been reviewed in A previous issue of tha Survey.!

In summary, it may be stated that the volume of con-

struction activity for the year was approximately
$8,800,000,000 and was the largest figure reported in
any year snpe 1930, according to the estimates prepared
by the Bureau of Foreign shd Domestic Comrerce.
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The total, which includes current expenditures during
the yaar, not ooly for new consiruction, but also for
maintenance and work-relief construction, represents a
moderete increase over the figure of $8,675,000,000 for
1937. Public-construction axpenditures, includiog new
constuction, maintensnce, and work-redief construe-
tion, moved up $541,000,000 ovar tha preceding vear.
Private construction falled f0 extend the gains made jn
the previous 4 years snd declinégd approximately
425,000,000,

Although construction activity has nsen sieadily
since 1933, the total volume for the past venr was Litile
mora than three-fourths of the average annusl volume
during the period from 1920 to 1920. In 1038, new
congtruction slons amoeunted to only 58 parcent of the
aversge dollar voluma of this class of construction dur-

1 By ongiroction Teends in s Toived States, 1957 and 1038, i Borvey of Curesnt
Bualuese, Tesembor 1934, py- 11-id.

ing the previous decade. ‘The fuciuations in privats,
public, and total activity since 1015 are shown in

figure 13.
Construction Prospects

In view of the improvement in general business con-
ditions snd in the reol-estate market, prospectz of an
increass in privats coostruction activity D 1939 orae
relatively favorsble. The volumse of public construoe-
tion for the coming wear will be sustained by the eon-
tinuation of work already started umder the FPubiic
Works Administration program and by fhe public
housing program of the United States Housing Avthor-
ity. Howaver, the total volume of public work during
the year will depend in part on the action taken by the
various povernmental units—Federal, State, and local—
to supply additional funds.

Private residential building prospects in 1939 are
promising, in view of the low vacamey in residantial
struciures, the recent increase m fsmily incomse, end the
substantie]l jncrement io the number of familiss in
rocent years. Ths cost-of-housing indax of the Na-
tional Industriel Conference Board, which is based on
monih-to-month chenges in new renials, dectined during
the first half of 1938; but in the latter part of the year,
the mdex showed very Litle change. The index of
foreclosures on nonfarm homes, compiled by the Faderal
Home Loan Bapnk Bosrd, was about one-fifth lower
during 1938 then in 1937.

Factory building fell off sherply in 1938 from the
lavels prevailing in 1937. However, in view of the
recent improvements in industrial production and the
raleted rise in earnings, the outlook for factory building
is more favorable than &t the end of 1027. Commercial
building is hardly likely to experience any substantial
increase in 1939, because of the high level of vacancies
still existing in this class of structure throughout the
United States.

Construction expenditures by light and power com-
panles during 1937 declined slightly from the previoue
year. The prospective construction hudget of light
sxd power compsnies place expenditures for this year
ot substanttally the same level az 1938; although an
incresse in construction expenditures is not unlikely,
considering the iperense in elsetric power consumption
during the last few monthe of 1038, as well as other
favorable developments. In view of the prezent status
of railroad earnings, railroad construction is not ex-
pected to be much highar than it was during the past
vear, berring unasual devalspments.

Publia construction, spurred by the recent Fublic
Works program, will he quite active in 1939. Undar
ths provisions of the Public Works Administration
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Appropristions Act of 1933, approved Juns 16, & fund
of $985,000,000 wus authorized for public construction.
Of thia amovnt, $750,000,000 wes to ba used for granta
tc State and local povernments of 45 percent of the
total cost of projects, which, to be eligible undar the
nct, must have been sterted prior to Januery 1, 1939,
nod must be substantially completed by Fune 30, 1940.
Althovph econtracta for all of thesa projects were
awsrded, in whela or in part, prior to the beginning
of the year, the mujor impetus from this activity snd
ralatod expenditures witl come in 1930,

Only o small part of the low-rent public housing
program of tha United Statez Housing Authority
raached the stage of sonstruction in 1938. At the close
of last year only 12 projectz were under construction
by local howsing suthorities, to provide a total of 9,000
hew dwelling units. Tt is estimated that dering 1935
constriuetion work will be started on heiween 75,000
and §0,000 additionsl pubkie housing wunite. On
December 8, 1938, when the Authority had earmerked
for local communitiss or already approved for loan
contrects a total of approximately $650,000,000, it was
amnonooed that no sdditions]l commitments could be
made, since the $2%,000,000 aveilable for annnal szb-
gidiee had been exhausted.

Congtruction Finance

Interest rates on home-morigage loans during 1938
sither contipued to hold steady ak the lower levels
reached during 1937 or declined further, 2ecording te
the Federsl Home Loan Bank Board, on the basis of
preliminary reports received from o ln,rga number of
sities. The setminnnuvsl survey of the National Asso-
clation of Reel Estate Boands, sompiled from reports
of member boards in 274 cities, indieated that interest
rates at the beginning of this yesr ware lower than last
yenar in 29 percent of the ¢ities reporting: in 69 percent
of the cities, rates were stesdy at lagt year's level:
and in 2 percent of the cities, refes had risen. Accord-
ing to the survey, interest rates showed greater um-
formity than sver bafors between gaopraphicel sections
nnd beiswaen financiol centers and small cities.

The volume of wrban-mortgage loans mads by life-
insurance ecompanies increasad S5 percent in 1038,
aceording to data published in the Wall Street Joxrnal
covering 45 life-inpurines companies. Urban-mortgoge
loans made by these companies totaled $475,508,000 in
1038, aa comnpared with F452,151,000 @ 1637 and
£356,130,000 in 1936. A plan to make availabie life-
insurince company fands for the direct purchasa of resl
estate and larpe-scnle construction of both residentizl
and mercantfe buildings is being sponsored by one of
the largest imsurance companies, Life-inswrance com-
panies linve normaliy boen large investors in real-estate
mortgages, but until recently did not engnge in actual
construction work, At the present time, a temporsry
law is in effect in New York State which permits life-
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ihsurance gompanies to comstruct and own lerge-scele
housing projects, and a number of projects have been
started under this law. As m first atep in the new plan,
it 15 mbtended to seek amendment of present laws, fo
parmit [ifs-insurance sompanies to acguire land and
buildingz {ts be used chiefly for commercial and housing
purposes ), in an amount ot to axased 10 percent of thetr
assets. At the close of this year, tha ascets of 37 com-
panies having about 82 percent of the totsl assetz of all
legnl-reserve componies, approximated $22,500,000,000,
according to the Association of Life Insurance Proasidents,

Government Ald to Home Financing

The Federz] Government contieued to play sn im-
pertani role during 1938 in providing funds for home
fnspcing. The Federal Housing Administration, de-
spite the lag in residentisl construction during the early
part of the year, trensacted the Jarrest annval volwme of
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busipess in ita history. Under amendmeniz to the
National Housing Act, passed early in 1928, the Federal
Housing Administration was permitied to accept mort-
gage loans for insurance on more liberal tarme than
wee formerly provided. Mortgages 2ceepted for insur-
anee by this npency in 1938 toteled $648 000,000, ex-
oluding mortenres on large-scale projecis, 4 gain of 45
percent over the pravions year's total, Property-im-
provement loens for the 11 months from February
through December amounted to $171,71%,060. This
phass of the Administration’s activities had been el-
lowed to lnpsa on April 1, 1837, except for disaster lenns,
but was restored by Congress under the 1928 nmend-
ments. Multifemily end group . housing mortgage-
insurance operations also made noteble gaine, and mort-
pages amounting to approximately $£7,500,000 were
fmeured on Jarge-sceie projects during 1938. The
amouct of outstanding principal of mortzages whick
may ba insured by the Fadera! Housing Administration
was ineregsad by the President on December 13, 1988,
by an additicnal $1,000,000,000, to $3,000,000,000.
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This inarease will enable the Fedoral Housing Adminis-
tration's ingnrancs operations to expand further in 1939.

Foderal and State members of ths Federsl Homo
Loen Bank Syatem ourtniled their lending operations
in 1938, Tha total volume of pew loans made last yenr
by ell member assoeiations wes spproximatsly 620
million dollars, comparad with 837 million doilars in
1937. 1t waa estimated by the.Federsl Home Loan
Bank Bosrd that losns by all savings snd losn asso-
ciafions, incloding nopmember associations, ware about
800 million dollara in 1932, a declipe of elmeat 100
million dollars from the 1937 level. OF this total, 220
miliion dollare was expended for new construction, 285
million dollars for home purchase, 160 miilion dollars
for refinaneing, 59 million dollars for reconditioming,
and 93 millinn dollars for other purposes.

Cogts of Materials and Labor

The level of construction costs during 1939 may prove
to he one of the most significant {actors affecting com-
gtraction volume im that yeasr, since any substantial
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ineraage in costs might act as a deterrent to the ex-
pected incresse in construction activity. 'The decline
in eonstruction activity during the latter part of 1937
snd the early part of 1928 was probably attzibutabls,
in part, to tha riss in the costs of both matariels and
lahor, The wholesale price of building materiale (o=
measurad by the Burean of Labor Statistics index) Tose
from 85.8 percent of the 1926 sverage in June 1936 to
97.2 percent in May 1937, the highest point attainaed
by the index zipce January 1927, Construction wege
ratea of both stilled and unskilled labor aleo roze appre-
ciably during this period, according to indexes of hourly
wage rates compiled by the Engineering News-Record.
Theannusl index aumbers nra shown in figure 14. At the
present tince, the building-materials index ip consider-
ably helow the high level reschead in 1937, the index for
tha last weal in December being £9.2 percent of the
1928 average. Wage rates hava nat shown any tend-
ency to decline, and as of Japuary 1, 1939, tha indexes
of both ekilled and unskilled wage rates were reported
ot all-time highs.
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Transportation and Communication

Railroads

HE improvement in industey and teade in the Soal

half of 1928 had a favorable effact upon the car-
Hers; but the year se a whole showad reductions in
income, sxpenditures for mainisnence, snd employ-
ment. From the staodpoint of oporating efficiency,
new records werg made in 1938 in the average spaed of
traing and in fuel conzervation; paszemper travel com-
fort was Wmcreassd by inaugursting new strsamifned
treins; and fthe general safety record was improved.

The railroad problem was the subject (@) of reporis by

two committess appointad by the Presidens, () of =
epacial messagre to Congresa by tha Fresident, and {)
of study and recommendations by several private
arganizations.

The extent of the traffic decline is evident from the
drop of 19 percent from 1937 in the loadings of revenue
freipht, which tofaled 30,468,544 cara. In only two
post-war yerrs, 1932 and 1933, has the volame of iraffie
been smaler. (Seefig. 156.) The declinein revanua tone
miles wans sppronmaiely the same vs for the zumber of
cars londed. Passenger-miles were off 12 peroent from
1937, Carloadings wera lower than in 1937 in each of
tha first 45 weeks of the year, bué showed an increase
for ke lnst 7 weeks of the year. In comsidering this
movenient, 1t should be recalled that loadings wers
decliping sharply in the fival weaks of 1937,

Passenger service was improved by a record inavprurs-
tlon of 31 new lghtweight streamlined trains in 1938
end the modernization of other equipment, by speeding
up schedules, and by mechanicsl bnprovements de-
sipned o increase riding comfort, The orders already
placed by several railvoads and the befter revenme out-
look are indications that 1939 will witnass @ continuance
of these improvements. As & result of speeding up
sohedvles during 1938, there are now eight trane in the
world, all in the United States, which cover 900 miles
or more al average spesds of 60 miles an hour.

Groass revenues of the clisa I railrends ware
$3,566,000,000, or 14 percent less than in 1937. (Ses
Bg. 16.} Net railwey operaiing income smounted to
$372,000,000, but this fell short of the fixed charges by
$120,000,000. This net deficie, whick was sxeceded
only in the year 1932, compares with 8 net income of
£08 000,000 in 1937,

The finaneial resulfts of the two -month periods of
1938 present unusuel contrasts, in that 19 pereent of the
net opernéing income weas earned in the first half of the
year, while 81 percent wrs earned in the second.
Nommally 40 pareant of the yeer's total is earned the
first half and 60 percent the last half. The operating
results wera refieciad In lowar guotations for railrond

equities, which in receni yeara have been depressed by
the faillure of eperaiions 4o recover to a profitable basia.
Omiy bwo large bond issues wers offered during the year,
while total new raill financing was epproxmetely
557,000,000, a small fraction of total finencing,

At the end of the year, railroad companies operating
79,422 miles, or 31 percent of the total mileage, were in
receivership or bankrupter, o situstion little different
from that-prevailing & yeor earlier. The Beconstrue-
tion Finance Clorporation continued to exterd financial
aid, and the net debi of the rallroads to this agency on
Dacember 31; 1938, waa $430,593,987, an inorense of
$74,700,441 over the latest 12-month period,
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Mavarial and Equipment Purchases,

Preliminary reports indicats that the combined pur-
choses of materials and equipment in 1838 by class 1
railronds smounted do $354,130,000, or 55 percent fese
than, in 1937, 49 percent less thon in 1936, and 77 per-
cend less than in 1929. Purchases of fuel, supplies, and
materials used m current operations were $600,000,000,
compared with $966,000,000 i 1037, Capital ex-
penditures for equipment, roadway, aad structures
were $250,000,000 in 1038, sompared with $510,000,000
in 1037. Thess figures ere far below the $772,800,000
annual sverage for the yeara 1021 fo 1930. These flun-
tnoons bnve exercised an imporient inflvence upon
general business.

In 1928 locomotives orderad totaled 228, 82 percent
of the mumber ordered in 1937, made vp of 38 stesm
locomotives, 20 eleciric locomotives, and 183 diesel-
elsctric, goscling, and other fypes; the latter clars
showed ap increnss of 7 units over 1037, Freight-car
orders for domestic service, ns tabubated by EBailway
Apw, weare 16,530, only o third of the 1937 figura anl
one of the smallest &otals on record. Orders for 5,188
cars, placed by s eingle carrier with the aid of loans
from the Raconstruction Finanes Corporation, nc-

- ll!

]1!1




February 1839

counted for half of total purcheses during the year.
Possenger cars purchased in 1938 were 268, also ounly
n third of the 1937 voluma.,

Concurrent with the upturn in {eaffis and revenues
duning the latter months of the yeer, raitroad buying was
ineres=ing at the end of the year. The purchases of
meterinls and squipment, axelusive of fuel, from manuy-
fecturere during the last & months of 1938 wera 17 per-
cent larger than in the first half, according to the
Enilway Age. '

Inventories of materialz and supplies were readjusted
downward during the year, snd the aggregate valve of
this balance-shest item was reduced about one-sixth,
The nimnber of leomotives and {reight cars owned was
reduced during the year. While the number in service

_was about a fifth less than in 1929, the sverage loto-
motive todsy has a grester fractive effort, and the
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average freight car has about § parcent more carsying
cLpacity.

The rail plant s constantly wenring out or beeomning
chealete, It has boen astimated thet 40 percent of
axisting freight equipment eould be replaced with
modern equipmant fo the advsntage of the carriers
and the publie.! Seventy percent of the lacomotives
ara 19 years old, or mora. The industry souid profitehly
expand lavge sums for rehabilitntion purposes, from the
standpoint of oparating efficieney, afthough the magni-
tude of snch expenditures under more favorable cir-
cumstances is a difficult figure to estimnia.

Rate Changes.
Several proposals for increases and changes in the
rate structure were made durmg the yenrin an effort to

1 H. Tun Mo, 885 78h Coog., 3 2o, Jomadista Tole! b Bxidroads.  ftseage
trowm $hun Presdesk of Ehe Trailed Staten Iranscaitthog his recommendatione dor moona
of imnmedlate vol ot for calvoads, p, M.
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set October 1 ns the date of a genersl strika.
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bolaster declining revenues. A gemeral 15-peresnt in-
crease in frerght rates was among these proposals.
Aftar hearings, the Imterstate Commerce Commisaion
refuged to aunthorize any increese on some commodities,
authorized a 5-pareant inerense on soma, and 10 percent
on others—ihe ineresses to be mensured from the basic
rates praviously in sffect. The averngs not increnss
suthorizad was about § percent, which became affsvtive
ot the snd of Mareh., Proviously the Commission had
suthorized or inereass of 3 to 15 cents 4 fop on bifumi-
nous coal, schadwied to expire Decembar 31, 1023,
after further hearings, these rates were extendad unéil
tarther notica.

The esstern earriers, in an sttempi to increase rev-
ennes from passenger traffic, requestad tha Commission
1o authorize an increase from 2 to 2% eents per mila in
econch fores. The permission was first refused: but
after subsequent henrings, the sasiern carriers were
permittad to increase pessenger Iares. a5 proposed, for
an experimental pericd of 18 months, beginning in
July 1838. Ap incrensa of 5 percent in Pullman fores,
other than upper berths, effective August 1, wis per-
mitted by the Commiz=ion; the Pulimsn Company hagd
requested & 10-percent increaze.

Following & yaar's operation under passenger-coach
fares of 2 cenis & mile, the southeastern carriers in
Deceraber announced plans to reestablish their basic
fare at 1% cenis per mile, ns early in Janvary 1939 as
tariffs could be filed snd mede effective. No decision
has been made by the Comimission on the Ralway
Express Agency’s proposal to increase axpress rotes.

Labor Comlitinne,

BRail amploymant in 1938 averaged 344,000, as com-
pared with 1,115,000 amployees in 1937, Whils the
employment was 16 percent lower than in 1937, ennual
earniogs averaged 51,847, an increasa of $66 per em-
ployes over 1937, due to wage increnses given moat of
the operating smplaoyees late in 1937 and to a change in
the relative proportion of the employment classes. Rail
lubor organizations refused o accept the gereral wage
redustion of 15 percant proposed by the railroads, and
when 1t became apparent that direct negoiiations be-
tween manpagement snd labor weuld nob setils the
quastion, the servica of the National Medistion Board
was invoked. A series of unsuccessful conferences was
Lield; and there followed 2 strike vote hy rail lubor, which
In pur-
suance of the powers conferred by the Railroed Lebor
Act, tha President appointed a three-man honrd to
conduct hearinges on the issues involved in the contro-
versy aad to report its findings. The board reportel
on October 28 that the wage reduction was not justified
—that roil woges wore not high as compurad with woges
in comparable industrica. Following this veport, the
carriers abandoned the proposed woge redustion.
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Trangportation Problamm.

Doring 1938, the transportation proklem, particu-
larly as related to the reilroads, was the subject of con-
sidaration and reports by seversl commitfess. In
March, the Fresident celiad conferences of Governmeant
and privata business represeniatives. Following these
confarences, the Splawmn report, topether with commants
of tha other members of the conference, were submitted
to Clongress on April 11, 1938, as part of a specinl Presi-
dential messagre on the subject "Immediate Reliaf for
Railroads.”

In Septemnbar the President appointed a siv-man
committes, composed of rail execoiives and rail labor
leaders, to survey the irensportation problem and
submit recommendedions. Itz meport, haoded to the
President on December 23, contained 14 recoremenda-
tions, which incleded formation of & national transpor-
tation policy; formulation of ap independent agency to
investigate and repoxt to Comgress concerning the
relative economy and fiteess of fhe several modes of
transportation, and to have jurisdiction (other than in
the matter of rates) over the seversl modes of trans-
portation; regulaticn with respect to rates, valmabion,
and nccounting for all modes of transportation to be
vested imm the Interstate Commerce Commission; a
reorganization court for radlroads; enmlargement and
liberalization of Beconstrustion Finance Corperation
powers to maiks loans ar to purchese equipment, The
cormmittes statad that it recommendsiions would notb
dispoze of all e problems of the railroads, slthough it
believed that these recorymendations would remove
some of the major difficulties and would help to ersate
stability in the transportation fisld.

Motor and Elecerke Transportation

Motor transportation of freight by common carriers
was affected by the generul indusirial decline dunng
the first part of 1938, Truck londings during the first
7 months of 1038 wers considerably below loadings in
the corresponding period of 1937. By Sepitember,
howewer, the volume of loadings was higher than a year
eartier, eod % siznble ncrease over 1937 waa reported
for the final quarter of 1938, Progress was made in
the establishment of stabla reies during 1938 a: the
Interstate Commerce Commiasion under the provision
of the Molor Carriers Act prescribed mimimum class
and commodity rates for motor comanon carvidrs operst-
ing in several important industrinl arens, though con-
sidarshle uossttlement still persiztad. At the closs
of the vear procesdings of similar charncter ware wader
consideration for other ssotivnz of the country. A
ayziem of accounte wag pressribad for motor earricrs
under the jurisdiction of the Inmterstate Commerce
Commiggion, and annual reports beginming with the
¥ear 1938 wers orderad.

Pageengere curried by motorbag transporxéation in-
ereased substantially in 1028 from the preceding yenr.
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Both city end Intarcity bus operations showed pains in
pamsengers carried and in operating revenues, The in-
crease in operating revenues of city busses was almoet
one-filth and the gain in intercity operating revenuves
was slightly Inrger, necording to the esiimates of Bus
Transportation for all commeon-currier busses, includ-
ing those operated by alectric-railway compenies.

Busses owned by common carriers operating in city
end suburben servioe, sccording fo this source, in-
creased by nearly 5,000 units to sround 29,000 units,
Purchases of new equipment by commen carriers,
bowever, were lesa than in 1837. During ths year 39
cities joined the “all-bus” cities, raising the total of
“all-bus" cities o 543 at the end of the year.

Bevene of the electide sireet-railway imdustry, in-
cluding their motorbue affiliates, remained fairly stable
in 1938, despite fuctuations in indvetrial activity. The
operating revenues of this industry wers 4% percent
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below 1937, the peak yoar since 1931, according to data
eompilad by Transit Journal, This reflacted a decline
of the smme proportions in revenue passengers, as the
nverspe rate of fare remained the same. Oparating
pxpenses wers incraasad, largaly as & result of moderate
incresses in heurly wage rates and changes in working
condifions. Theindustry purchased 3,200 new vehicles,
of whick more thon 2,600 wera motorbuses.

Air Transportation

Expenzion of commercial aviation continued in 1938,
and tha mannfactoring branch was one of the few in-
dustries to show a substantial gain jn the value of out-
put. Operations of domestic air lines increased, the
number of plene-roiles flawn being 4 parcent larger than
in 1937. The aumber of passengers carried exceaded
1.3 million, an inerease of one-fifth over 1037, Fas-
senper-miles flown advanced by shout 18 percent.
Ravannes, howevsr, did not show invreases correspond-
ing to the gains in passenger-miles, as fares were lower.
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Domestie air lines as 5 whele continued to operate at a
Jaficis during 1838. Thera wes further expansion in
the volume of air mail during 133%; and while the
pounds of axpress carried was lictla cheoged from 1927,
the monthly voluine wns at record lewels in the fall of
the voar, as is shown in figure 17,

Shipping and Shipbullding

Ocesn trnnsportation, which attained relatively high
levals in 1937, receded dwring 19033, All types of
shipping were affacted by the decrease in traffic result-
ing from the deeline in international trade. Rates,
which had incressed and bocome somewhat stabilized
m 1937, were irreguiar during 1938, This particularly
affected tramyp shipping, s= conference rates in Tmosh
instanees wera covared by contracts for the entire year.

During the year the Maritime Commission installed
its *luxury’” lmer service to the east coast of South
Arnerics snd placed fhres former intercoastal passengar
ghips on this Tun. American-flag servica to the Far
East, intermupted by the withdrawal of the Doller
Line, was resstablished by the inaugwration of the
American Fresidenis Line operating from the West
Const to the Far East.

On Degember 1, 1938, Ameriesn shipyards woere
building, or had under contraet for privats shipowners
and for che account of the Maritime Commission, 230
sengoing vessels agygregating 518,507 groes tong, com-
pored with 14¢ vessels toteling 283,000 gross tons on
December 1, 1937.

During 1938, the Maritime Commission awarded
coniracis for the construciion of 52 ships for o total of
sbout 5130000000, It is estimated tha® ships on
order by tha Maritime Commission and those ¢ be
ordered during 1932 will involve an expenditure of
approximately $140,000,000 for shipyard labor and
about $175,000,000 for the purchase of maierinl,

Druring the year, & number of shipysrds were recondi-
Hioned to provide addidonsl shipways. The construce
tion progrem of the Maritime Commission and that
proposed for the United States Navy indicate that in
1929 activity will increase in the shipbuilding feld.

Gommunination

Although a4 the close of 1938 mony telephone com-
panies had the largest number of instruments I service
in their history, the total for the entive country spproxi-
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matad 19,917,000, compared with the peak of 20,200,000
reached in 920 and 19,350,000 at the end of 1937,
The Bell syetem’s net gain of about 430,300 telephones
in 1938, compared with 876,000 the previous year,
resulted in & new system high of 15,760,000 stations in
gervice oo December 31, 1938,  The number of toll und
long-distance calls ¢omplated by the aystem during 1533
was estimated at 950,000,000, againat 975,000,000 in
1937, 925,000,000 In 1936, and slighily more than a
billion in 1930.

The operating returms of the telephone compsanics
compare favorably with those of 1847, considering the
decline In certain classes of {raflic, such as messoge tolls
during the year. Subscribersiation rovenuss were
Jargerin 1938 thap in 1937, and this situaiion provailed
in most, H not all major regions. Operating expenses
ingressed during the year, so that the ratic of expansea
to reveanes rose to 68.70 from 67.45 in 1927 {10-month
figures). Nat operaliog income was reduced about 10
percent.

Consolidated operatng revenues of tha Bell system
tor the 12 months ended MNovemhber &0, 1028, toteled
£1,050,209.000, corppared with $1,049,928,000 in 1937.
Opersting expenses af $717,473,000 represented an in-
crance of over $14,000,000 compared with 1837, and
taxes for the 12 months ended November 20, 1828,
ghowed e gain of slightly mors than $10,000,000 over
the corresponding perind of tha previows year., Net
ineome declined from $202,733,.000 to $162,230,000 for
these comparative perfods. Expenditures for new
aquipment and plant additions by the Bell eystem were
clightly wnder $300,000,000 in 1938, coniasied with
$322,000,000 the previons yeor; inasmuch ag the laster
figure representad & congiderable increnses over tha 1936
figures, the 1938 fotal is much larger than that for 1936.

The velume of telagraph traffic, which iz mluenced
to a mejor degree by changez in the volume of business
activity, experienced a considerable contraction during
1938, and both land-line telegraph compauies operatod
&t & loss. The trend of operating income was down-

‘wagd drom the first quarter of 1837 to the middle oi

1938, following which there wos some improvement.
The i5-percont increase in domestis tedegraph rates
applied for by the telegraph companies was deaied by
the Federal Cormunications Commission. The oper-
ating revenues of the cable and radio companies also
declined in 1938, but most of these componiss realized
a net income Jduring the year.
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Domestic Trade

Retail Trade

ETAIL sales in 1938 {e!l below tha previous year's

lewal for the firat time gince 1833, Total sales are
agtimated at $35,300,000,000, & decline of about 12 per-
eent from the £39,900,000,000 totnl of 1937. In the
earlier year, sales were the higheat sinca 1930 and were
within 18 percent of tha 1929 toial of $4%,115,000,000.
The general decline in ratail prices indicates that the
actuol quontity of goods sold more closely approxi-
mated the 1887 figure than did the dellar value.

During tha first half of 1938, sules experienced »
widening rate of decline from the level of the previous
year, the low being reached in May, when the dollar
volume of sales was estimated, on the basis of available
monthly statistics, to be about one-fifth less than in
May 1937. The relotive decrease ot that time wns
twice as lorge as that recorded at the beginning of the
year, January sales being about 10 percent. below those
of January 1037. 'The average decroase for the first
10 months of 19238 from the comparative pericd of 1937
woa 15 percent; but the margin of decline contracted to
about 4% percent for November, and in Decamber there
was gf incrensa of gbout 2 percent. Idecember was the
first memth since Qctober 1937 that seles showed an
Increase over the comparative month of the previcus
vear. 'Theyear-toyeay sompatieons sre affected by the
declina ity seles toward the end of 1937, a fastor which
applies as well to similar comparisons mada in other
parta of this trode review.

All major business groups in 1938 reported sales
below the level of 1937, the greatest relative declines
being experienced generally in heavy consumers’
goods, ‘Thess, however, racorded improvement doring
the lata menths of 1935, Sales of new passenger £ars,
which had suffered a severe contraction during the firet
10 months of the year, advanced decidedly duaring
November and Dacember. The fluctuations in new
passenger-car and department-store snlas in recent
years are shown in figure 18. Sales of lumber and
building materials, hardware, furniturs, refrigerators,
and other household appliances, which had shown a
somewhsat earlier improvement, weat forward in
ingreased volume.

Only 2 of the 15 business groups susteined losses
greater than the nversge decline recorded for totnl
frade, the sutomotive and the furmiturs and household-
appliance groups falling 35 pervent snd 17 percent,
respectively, below the 1327 dollar volume. Lumber
and building materials decreased about 11 percent, s
did ssles of jewelry stores and farmers’-supply and
general stores. Sales of department, dry-geods, gen-
eral-merchandise, and opparel stores declined about 8

percent. Filling stations and eating and drinking
Places, with decrenzes of ahont 3 percent and & percent,
respectively, continued sbove the 1929 level for the
fourth consecutive year, Mail-onder sales of general-
merchandisa stores, which declined about 6 perceme,
excesded the 1929 voluma for vhe third consecuiive
FEer,

Food sales, which do not experience wide flucinations,
although they do reflect shifting price trends, decressed
5 percent in dollar value in 1937, The substantizl
reduction in food costs during 1928 indicates that the
physical volume of goods sold by this gronp of stores
shout equaled that of 1937. Drug stores, vaviety, and
beer and liguor stores, in additton to filling stations, all
recorded declines of less than ¥ percent in dollar sales.

Bepcrts from the lines of business in which chain
stores acoount for a substantial part of the sales volume
indicate that chaine made a bettar comparative showing

i 1928 then did indepasndent retail stores. 'This re-

versed the sitvation which existed during 1937, when
sales of indepandent siores generelly made 2 relatively
better showing then fhosa of chain organizations.
Chsin grocery, shos, and apparel shops reportad better
ealas cornpared with 1637 then did independent storas
in the sema lines of trade. Drug-astors sples, on the
contrary, showed a relatively larger incresse for inde-
pendents than for shains.
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" Bales of Independent Scoras.

During 1958, the collection of sales data from nde-
pendent stores, which was iniiated by the Burean of
Faretgn and Domestic Copmerce in Septamber 1935,
wag expanded to include Panneylvania and Florida., At
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tha close of the year, monthly reports were being re-
ceived from more than 20,000 independent merchants
in 27 States, representing all sections of the country
with the exception of the New England Stotes. How-
aver, a comprehensive report of a slighily different
nature oo retail sales in Massachusstia bas been issued
tegularly each menth for the past several years.

A review of the 1938 monthly data, classified by city-
size proups, indicates that vetail sales of independemt
stores in cities with populations of 10,000 to 50,000
m practically all cazes fuiled to attein the average sales
position relative t0 1937, During the early months of
1828, cities with populations of 2,500 to 10,000 recorded
a relative sales position much better than aversge, but
ihis margin was reduced duning the lotier half of the
yeor. Metzopolitan cemters (eities of over 100,000
population) recorded a somewhat better then average
position thronghout the year, except for the months of
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Balen, Evard of Gorermors of the Federal Beserve Sywitamn).

Janusry and Februsry. Cities of 50,000 to 100,000
populations and vural arens of less than 2,500 showed the
smaliast ralative deslines from 1937,

While there was considerable wariation in their
monihly trends, all goographic regions showed marked
Teletive improvemsnt towsrd the end of the yeaz. The
West: Novth Central snd the West South Central areas
yacorded ths best comparative sales position m 1938
in comparison with 1037 resmltz. The widest marpine
of declina were recorded by industrial areva snd by the
Rocky Mounigin Statas.

Wholesale Trade

Wholesala-trade anotivity during 1938 refected the
marked recession from 1937 levels which characterized
American industry in general last year. Aceording to
preliminary estirnates of the Bureaun of Foreign and
Domaestic Commares, the totol sslea volume of full-

servica and limited-funetion wholesalera lagt yesr

showad & decrease of about one-sighth as ecompared
with 19537. This sslas volums was moderntely below
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that of 1936, but was wsll above the 1935 volume.
Despite the i{alling off from 1957, sales during 1838
were still more than 50 percent above the depression
Tow in 1933. :

This group of distributors, which correspemds to the
“wholesalera proper” classification in the 1933 cansas
and typifie= wholesale trade in general, storted the year
with sales approximately 12 percant below the level of
1937. Percentage declines from the comparable months
of the previcus yeor steadily widened until April, when
sgles dropped nearly one-filth below Apnl 1937, ac-
cording to sample data. Svbsequently the dechine
narrowed, and by Decamber, sales of the voncerns
reporting to the Buresu excesded those of Decermber
1937 by a nostow margin,

Bus=iness doring the fivst & months of 1933 was about
15 percent helow the ecorresponding peried of the
previons yanr. While no chapgs in this fipure was
recorded for the 9-month cumulative total, the im-
provad sale: conditivns during the last quarter nar-
rowerd the deeline to slightly less than this figure for
the calendnr yenr.

The dursbla-poods tredss, such zs electrical poods,
machinery, and metals, not only recorded larger than
average declines throughout the low months from
March to July, but they alwo showed s distinet lag in
the recovery period. Leading in the inereaged sales
netivity during the last 3 months were 4 numbar of
semidurable-goods frades, prominent among which
were glothing, shoes, and dry goods. The eontribution
o congumer purchasing power by povernment expendi-
ture and the clearing of inventories resulied, in zome
menaure, in 8 nesd for manufacturers and wholasalers
of thesa commodities to replenish conswmers’ and
ratatlers’ deplated stocks. Snles of nondurable con-
sumption goods vecorded rather moderate declines
throughout the months of the mildle of the year, and,
in general, showed some lag during the last quarter.
(rocery sales showed a mazimum decline of 13 percent
during April, while seles of drug and drug-sundry
wholsselers did not drop more thon 11 percent for any
one month in 1938 comparsd with 1937,

Installment Sales

Following 4 years of continwous growth from 1932
through 1937, the volums of installment calss was
severaly contracted in 1938, Final esfimutes prepared
by the Bureau for 1937 placed totel installment volume
of all elassas of merchandize st $4,650,000,000. Present
indications point to o volume for 1938 perhops one-
third leas than in 1037, which compares with & reduction
in total retnil volume of less than 12 percent. Tha
largest share of the reduetion in ingtallment volume
may he atiributed to & decline in antomobile sales
The dominant influence of automobils 2ales avizes from
the faet that in previous years nenrly 60 percent of all
cars have been 2o0ld on deferred payment., snd the
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dollar volumne of such sales has alzo represented ahout
::1 pexcent of the grand total of all retail instalimens
es.

Although it iz Indicated thot the dollar volume of
retnil ssles of new passemger sutomebiles in 1538 was
off approdmaiely 40 percent from I837; the decline
in the voluma of installment financing of all new cars
amounted ic 50 percent. Peclines in sales of the
other two major instaliment lines, furniture and house-
hold appliances, did not reach such exireme propor-
tions. The combined volume of stores hendling furni-
ture and sppliezces decdined only I7 percent in 1938,
and this would indicnie » somewhol greater decline in
the instellment volume of these trades. Comparisons
of 1037 and 1938 reflect mized trends, representing a
pronouncsd decline in installment sales at tha closs of
1937 and a relative improvement in the last gquarter
of 1938,

One direct reeult of the decline in installment zales
during 1058 was the rapid hquidation of consumer ratail
installaent debt. A reduction of mors than 40 perssnt
in retadl sutomobila raceivables held by alarge gronp of
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ficnoce cormpenies represented tha absorption of more
than 5500,000,000 of consumer purchesing power from
August 1937 through Novembear 1938. Thiz fgure
must be subsiantially increased to include all automo-
bile paper and tho reduction of consumer debis on fur-
niture, appliances, nad other lines. Average consumer
installment debt on retail accounts was estimated to
Lave been $3,100,000,000 in 1937. Liquidatior: during
1938 may bhove reduced thiz average (o perkaps
£2,225,000,000.

To some extent, Hquidstion of consumar installment
indebiedness may have been delayed by a slowing down
of collections on aceount of general business condi-
tigng. On the gther hand, ‘this fastor may have been
partly offset by greater care in the selection of new
credit risks and, in some cases, by the use of more re-
stnicted terms, Om the whole, the subjeet of nstall-
wretilh terine did hot achisve prominence during 1938, in
view of the small volume of installment sales affected
and the fact that a move to restrict installment terms
was featured during tha second half of 1937.
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Foreign Trade

HY export trade of the United States, valued at

$3,004.,000, 000, absorbed a larger preporvtion of
the producte of our industries in 1935 than in sny
year sinca 1330, While the volue of exports showed a
moderate decline (#he first interrupfion in the npward
movement hegon in 1933) nnd while there were many
ghifts in the trade in individus! commoedities, the
guantity of total exports wes about as large in 1938
ns in 19837, In contrasi with a dacrease of one-
fourth, or more, in the valve of manufaciuring produc-
tion and of one-eighth in he gross meome from agocul-
tural production, the decrease in the value of total
exports in 1938 was 8 percent. Exports of agricultural
produets were larger in value in 1928 than in 1937, and
the decline in exporte of manufnctures was much less
than the drop in manufecturing production.
Changes During 1920-38.

The raduction in the value of foreign irade as com-
pared with 1937 wae in considernble part due {0 the
lower pitee lavel thet prevailed in 1938, After rising
in 1937 abont 86 percent above the 1332 low, the unit
vehie (price) of total exports of United States merchan-
diss fell off 7 percent in 1933, The unit value (price) of
total Imports for consumption, after rising 3% percent
from 1932 o 1937, decreased shout 10 porcent in 1938,
Index numbers showing the changes that have occurred
in tha prica level of export snd impori trade during the
period 162038 are presented in figure 19,

In terms of volome, the axport trade increased sub-
stantially during the latter paxt of 1936 and in 1937.
In the latter half of 1937, whean the decling in domestic
demand was adversely affeciing business activity, the
axport irade spproached nearer to the 1929 volume
then In eny intervening year, Although this hizh level
was not maintaived in 1938, axports continned to move
abroad in relativaly large volume through May, and
sfter dropping lower in the third quarter, again moved
vpward in the fiurth quarter. The export trade in
both 1937 and 1928 was about coe-half lavger in volums
than in 1932, alihough one-fifth under the 1929 total.

Export Volume Soeteited by Agricultnen] Exports.

The lnrg'e United Stetes crops in 1937, when harvaste
were poor in cther l.mpurfrant exporting countriss, were
& gignificant faotor in sustaining the velume of exporis
in 1938. The ovistending change in the 1938 gom-
modity trade, as compared with 1937, was the substan-
tmlgnmmexport.snfgrmnandt.halargammam
recorded for most of the other sgricnliursl expoits
with the exceptivn of raw cotion. Cofton wss ax-
ported in much smaller guantity snd value, partieularly

to Europe, in the latter half of the yesr. Leaf-tobaceo
axports were tho lergest in quantity smee 1931 and the
Jargest in value sinca 1924. FExports of wheat in 1935
were the most substantial in quantity sinca 1930, end
exports of corn wera shova those of 2ach year since 1922,
Thara were marked incresses in exporis of many kinde
of iruit; oranges in 1938 showed a record reazly volums.
Bome improvement was shown for exports of mests,
fnts, and daivy produets, all of which, slony with the
grains, had fallen to low figures in the immediately
preceding years. The toial of agricultural exports in-
creasod from $797482,000 in 1937 to $827.620,000 in
1938, despite the decresss in unmanulsctured cobton
from $302,860,000 to $228,668,000 in the same corspare-
tive periods.
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Changes in Maoubachwed Expores.

Exports of & number of manufactured articies for
which demands in fereign countries hod greatly m-
creased in 1937 —partly o3 & result of armament
progroms—oontinved to expand during 1938. In this
gronp wers ineluded metal-working mechinery and air-
croft, exports of whick were saveral times lorger in
val‘ua in 1988 than in 192%; oil-well and refinery ma-
chinery, and fuel il exports of which were slso abova
the 1929 toiel. Esports of gaeoline and of copper
were lozger than the 1837 volume, bat below the high
volumas in 1029,
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EXFQETE OF TNITED STATDE MERCHANDISE
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In meny instances, however, the shifis among non-
agricultural commodities in 1938 were toward lower
levels; and exports of nonegricultural products, as &
group, declined from $2,501,446,000 in 1957 to $2,229,-
195,000 in 1938. The value of this group of commeodi-
ties in the former year was the largest recorded sinee
1930; but 1938 exports of iron and steel scrap, stoel-
mill products, lninber, automobiles, ¢lectrical apparatus,
lubricants, rubber manufectures, chemicals, and many
miscellanevus products were valued at less than in 1937.
The downward trend in manufscfured ezporis was
maried in the second and third quarters of 1938; and,
despite the considerable recovery recorded in the fourth
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Hree.—ind wxes for Imports e opaed upon “ganeral imports'” prioe to (B34,

fuarter, thesa axports, as a group, ware smaller in
volume and value than in the yesr 1337,

Tmpores Reduced About a Fhird.

Genera! imports into the Tnited Statss, vaload at
$1,060,528,000 in 1938, wara 36 percent less in value
«nd about 29 percent smaller in volame thoan in 1937.
Importations of prociically all leeding commodiizes
were much smaler in 1938 than i 1937, and the
decrenses in crude materials and farm products were
substantnl. Only ome commodity (coffee} n o list
of over 20 wns imporied in larger quantity in 1935 than
in 1937, _

The decline in kmport trade began about June of 1837,
colncideat with the vnscitlement which was developing
in domestic business, olthough the movement was
influgnced by the large Unitad States production of
gran in 1937. Imports of agricultursl commodities,

1Z3661—3—8
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such as praing and fesds, which were imported in large
quantities during the greater part of 1937 as o result of
the 1836 drought, fell to neglizible figurea after the 1937
erops becams svailable. The decline in imports deep-
ened in the opening months of 1933 by reason of redume-
ttons in erude materials, fropicsl foodetufls, vegetable
oils, and manufactured srticles; and the totel impord
wolume, which In the firzt half of 1937 exoseded fhe 1020
figures, was reduced by 37 percent in the first half of
1038, Altheugh imports in many classas of commodi-
ties yecoveared moderately during the latter half of 1638
as domestic business maproved, the volume of total
imports for the yesr was about 28 percent smaller than
in 1629 and only 20 parcent above the low voluma of
1832. In 1937, the total wolume of imports was only
frectionally less thon the record total of 1929 snd was
65 percent ubove tho 1932 low.

Balance of Trade

Exports in each month of 1938 were much larger in
value then imports. The ned excess of merchandise ex-
ports ovar merchandise imports amountad to $1,133,-
567,000 for the year, the largest export balance in our
foreign trads eincs 1021, Althouph there is vaually an
excess of merchandiza exporits it the trade during the
sacond half of the yesr, the large export belanes in the
first half of 1938 was in moried contrast with the swmall
balanca that is ususl {or the frst half of the year.

Foreldn Trade and Domestic Industry

A considarably larger share of the total production
of movakls goods of the Tnited States was exporied in
18338 thaw in cther recent years. VWhile fizures are
not available for caleulating the exact proportion of

‘production whicth was ocxported, the data at hand

indicate that the ratio rose from 6.8 percent in 1938
gnd 7.8 percent inn 1937 to approximaiely D percent in
1938. The 1938 ratic was thus only one poini lower
than the 10 percent of production annuelly exported in
the peoriod from 1926 to 1329,

Foodsta s, Tobacca, and Cetton,

The incresse in the quantity of foodstuffe exported
in 1028 wag parfly respongible for the vize in the pro-
portion of eur total produetion of movehble goods ex-
ported. In the yesr ended June 3D, 1937, thers was
exported 12 percent of our production of whest (s
compered with 3 parcent in tha preceding year) and 4
percent of our corn production. Exports of eorn are
usually a negligible proportion of the larga TUnited
3tates production.  As between the same 2 years, the
proportion of rice exported rvse irom 4 percent io 21
percent, and thet of orenpes from 5.6 percent io B.&
percent.  Although foreign markets continned to ab-
sork large shares of our coiton end tobacco production
{approximately 30 percent of each), the proporiions in
1928 were lowar than wsunl. That for tobacco stands
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in comparison with 33 to 34 percent in several preceding
yoars, aven though the exporied quaentity incressed in
1928. Exports of cotton are vsually equivalent o 50
percent or imore of the soouwal productiom; but In
1937-28, shipments 0 foreign eoountries confinued
relotively small, wherens tha cofton yield in that year
wee unusually large. The production and exporte of
sotton over & period of 20 years are shown in figura 12

oL page 20.
Manufaceuras and Minsra! Produaeta.

A larger share of the production ¢f 2 number of
maoufactored and mineral products was exported in
1938 than in 1%37. Included in this group e auto-
mobiles, for which the ratie of exporis to production
rosa from 10 percent in 1437 to 14 percent in 1938,
Figures are not available to compute the share of ma-
chine tools exported for the year, but in the first half of
1938 over half of the machine-tool orders wers from
foreign sources, compared with abont one-fourth of a
much larger total volume o yeor before. Among the
other commoditics showing sn inerease in the ratio of
exports to produciion were: Gasoline, fuel oil, copper,
nod airplanes,

United States in World Trade

Total exports of all countries in 1938 were smaller in
value than in the preceding yemr. The percentage
decrease in the value of Unitad States axports was less
than the decrease in world trade; comsequently, the
United States share in world export trade advanced.

The (nited States vetained in 1938 its usual position
among the naiions os the leading exporter. In com-
pazison with ths total of $3,057,000,000 recorded for
exportz of United States merchandise, exports of the
domastic goods of the second lesding exporter--tha
TUnited EKingdom—wera considershly less. In world
import trade, bowsver, the share of the United Sinles
declined in 1938.

Geographic Distribution of Trade
Ex1ports.

Although decided changes occurred in the exports of
ipdividual commodities to each counkry ss compared
with 1987, the value of tots! exports o many counftries
tn 1038 closely approximated or alightly execeded the
1937 total. This was true of shipments to the United
Kingdoim, the Netherlands, tha Scandinavisn countries,
and the Union of Soviet Socialist Republics, nmong the
countries of Burope. 'These countries of northwestern
Europe purchased smaller amounts of our coiton and
meatals in 1938 than L 1937, but incressed their pur-
chasa of United States proin, fruits, snd tobacco.
Exports to the Union of Soviet Socialist Republics
showed an increase of nearly two-thirds in 1928, mainly
by ressen of that country’s laxge purchases of metal-
working sod other industrial machinery. Though
exports to the other Jeading countriee of Europe—
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nsmely, Belgium, France, Germany, and Italy—avere
congidarably amalter in velue in 1938 than in 1987, the
Continent of Europe Teeeived about 43 percent of the
totel saxports from the United States, In 1937 ship- .
ments $0 BEurops comstituted 40.8 percent of totel
axports, ' _
Britvsh c¢ountvizge—FExports to Csnada and other
Britishk Empire countrias outside the United Eingdom
wera amaller in value in 1938 then in 1937; the percent-
apas of decresse ranged from & percent for Australia and
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8 percent for Canade to 20 percent for British South
Africa. The 1937 exports to South Africa wera, how-
evar, much in cacess of the 1920 value; and the 19383
exports, despite the decling, continued larger thon T
that esrlier year. Taken together, the five Rending
countries of the Dritish Empire {the United Kingdom,
Canada, Australin, Pridsh India, and South Afriea)
receiverd 87.4 percent of the total exports from tha
Ulnited States in 1037 and 37.7 percent in 1038.

Latin Ameries, Nethedands Colonies, and Western
Asiz—The other principe] regions o which exports in
1938 chowed an increase or 0 less-than-nverags decrease
eompared with 1937 ineluded South America, Contral
Amerien, the colonies of the Netherlands, aod wostern
Acia. Exports to some countriez within these areas
waers larger in value, but to others smaller, then in 1937. .
Qil-fiald equipment and refinery machinery weare the
prineipal iteme of increased shipmant to the oil-produe-
ing enuntries of thess arens; and exports of other types
of industrial machinery and of sutomobiles to Sonth



Februzary 1959

America continued generelly large. Although Mexico
curtailed its purchases in the United States by two-fifths
in 1958, and while Cuba’s purchases were lowered by
nearly one-5fikh, Letin Americs remeined the second-
larzest mavket for United States merchandise. Ap-
proximately L8 percent of the toial exports of United
Siates merchondise was shipped to the eountries south
of ns In 1938, as compared with 19 percent in 1937.

Fuar Eoel—The Far East was the priocipal area to
which exports decreased anbatantially in value in 1954
Shipments of many preductz dropped lower in ¢oxn pazi-
sop with the largs quantities recorded for the preceding
vesr, but lower prices, especially of cotton and sersp
iron, contributed to tha reduction in value., The prinei-
pal comroodities exported to this area in mmaller quan-
tity than in 1927 included steal serap, pig iron, iron and
steel-mill products, lumber, and passepger sutomobiles.
Exports of & number of products, ipeludiag motor-
trueiss, sircraft, metal-working machipery, eopper, and
srude patrolanm, were larger in both quantity and value
in 1938, Shipments of raw cotton to the Far East
{Japan, Chipa, Hong Kong, and Ewsntung) amounted
to 1,145000 bales (500-pound), which represented s
gnin of 20 parcant over the low experts in 1927, but n
decranse of 20 percent in comperison with the shipments
in 1936 £nd of 50 percent as compared with the annal
average for the period 1931-35.

Imports.

Although imports from practically all cowntries wers
smafler in Telue in 1988 than in 1037, there was a wide
veristion betwesn countries in the extent of declines.
Imports from Argenting, which furnizshed {he United
States large amounts of ecorn and unuspally Jarpe
smounnts of raw woel in 1937, wera baraly three-tenths
9e lorre in value in 1935; those from: Australia, which
consist mainly of wool, andressed furs, and hidaes and
tking, were about one-fifth as large as in 1937. Thesa
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sharp declines resulted to some extent from the lower
prices in 1038, but for the most part represented smaller
quantites imported. In the imports from British
Malayn {which decreased more than one-half 08 com-
pared with 19377, smallar shipments of arnde rubber and
tin snd the lower prices in 1938 contributed to the

raduntion.

Farwkin Tricde In Merchandive by Trafe Peghons and Principal Commirles

Eupory, Inclmding reprpocts dl:, " E ; o6 {H] o3 Coptalimpas P ti 2 o
reace {—b 1938 fronn— 2 i T e lars docreasa (-] 1938
Tade rewion and trr MilHows of dellers kg of Jak
e 12 | 1mE | 1T ’ e [ e 1y | wwoar ) 1829 112 | A | 1037 e | 1 194 [ ey
Tatal 2400 11, 8704 [, 260, 0 B.HID.EIS,IH.I —4LD L{-ﬂ'i.l =T.4 4300 4 (1, &82 8 L‘E.mt- AT L0008 | =04 | 482 =504
Bpdopay, Lotal, i eessieis i T3 TN (1,08 L BE0.8 |1, 5000 | —-40.4 8. e ~4F L7 | EE 4| TITA( AdA3| 1) -GG be| —Eh3
Ighnm Tk 8 o, .8 Wi %8| -30.0 L0y =103 4,0 L% e TEY ALT | 4T 1| =48
Tl o s TEEA L WA G WAL LM Y| MRE| - @) =JET | WLE 4.7 553 54 64,1 B g} —hn
Lharmany . A58 § ML E | @43y AR 0G| =7l | 0] -4 8 [ 2868 i 2 B.7 L8 .8 § —g ) —2Ea] —A2
Hotharemnida [ 1|3 43,3 L B33 M5 | —24.0 418 L5 Ed. & 24 5.9 4.3 AL f —425 ) A58] —L ]
altad L, 5 B0 [ 208.A | 4401 EMEE| eRL1) G| 4E0T] 2o | dobE) TEA| 2mf | 20zTf nNAZ[ | H8E4| T
T. 3 4. B, [Reus] \Lops,
and At _,._.,,_i' _________ £5. 0 126 334 40| BhT| —1Ea {Hasa ] Ehe E- X L7 Bk wE| 21} 4+8.TI+MEE| —ILS
Horiborn Morkh Ammerios, botal . [ MLE | 2467 0L 6 | &SI | 4758 | —s0 6] +03 6] -+ | Sid4] Mia | $0.3 74| 2081 @0 76| —8L3
Coowdn Pt g ] Al 4] dB42 | SeD A sAh Y| oLV bEIE| -f2 SMLE| 1FLl| M4 K| D) A B he| —5ev?
Breg] 2fm)] #2304 wO4 B 7| —2e |35 | 128 L0k 9| 0 WAl TE1q BRL| —-8E ae| —5.2
WRe SL9)] VO 1D E| BLO| -5ET| M| ki | HTT] F4| H0 .11 450 | =F.4 Ig:.n =18 &
8.0 ®E] & A MA| =B |pang | =170 MFL] BRI 128 MEGY EE [ -400 1.6| -8 &
3| v MY W2 ME | —ST |y <L NMTA| O (RE([ s3 D) FEG] 40T | ~854 (44| —-TLT
WEE| 24] 4041 424 &4 | —qlA|+ndG) 87| 07T 82y DD pMA| OMLe | —EG{ HRE] —i28
Mg &) 147 401 8| —SL0 A 428 LRD) 123 )| ME BT BD | —TAX M| =B
40| 107 217 Il 4| =S¥ g] 1 MAE] BB 433 13| 44| —~#3( —84 58
63§ | 03| A D) Eepa| AET [ i3 i‘l‘ﬁ.a =104 [LeE] ¥LE] MY ) WWR| BBOE | —¥L & | T4 —i]. 1
554 24 B . 4 [y 2hs | —dbh i QB =159 | LHL3 33T .1 5.8 Sk | —80A | T4 —3g. 0
un 25 E O N Eq )| —3EF|-35.4 4,9 | T2 HE| WED| WEB[ 11T3 | —~BI1 4304 -5
1.1 B 2 4 q AT Pl | TR0 —31(—H.0| 1842 o8, 2 Il 1id ) T 4R —FLE
Ix rmmmrmmn— e — e e 26,1 [ ABL@ | M. 3} IRG.E| B4 —1.8]| O} 200 ) LG W40 LT[ D4R 1R -WMT —5.1| ~—379Q
Daounla, tormlr o | twe| el o] tew] Sn4|k|ruedof <Ee| el vyl el emi| wa|msjsmer! “mx
Arviog, bodal, e 1TM.Ep MO 42| 18T MEE G =t ms —2ry) e MW2] ALY 121 &7 =i |12E S =07
HriHsh Bguith S a8 wa| Tz x| YLE | 4kE LY 7 24 LY 1000 | thod | ol |7y
1 Anstels Included o sl yaamm e, 1 Inwmiade of e Bl cog-démih of 1 peicceat,



56

Imporis ftom thoese sreas of the world which furnash
tropleal foodstuffs to our markets showed more moder-
ate decreases in value £han those Jrom other sress
Among the countries of the Caribbean area, the decrense
of 6 percent in imports from Colombia waa largely ac-
sounted for by the decline in coffes prices. The de-
rrensa of 20 percent in the value of fmports from Cuba
was aceounted for in layge part by the low priee of zugar.

The Reciprocal Trade Agreements Program

With the concivsion of the trade agresment betwesn
the Tnited States and the United Kingdom in Novem-
ber 1938, the Rectprocal Trude Apreements Program
assumed greater importancs as & trode-enlarging inffu-
encs. At the same time, a second agreement with
Conada was signed, supersediop the first; and apreo-
ments wore also coneluded in 1238 with Ecuader snd
Czerhosiownkin. The 1% conntries (together with their
coloniee) with which reciprocal trode ngreements wore in
ppavation at the Deginning of 1939 aceount for approxi-
mately 60 percent of the {otal foreign &rade of the
United States.

The trade agreement between the United States and
the United Eingdom covers not only the trade between
these two countries, the largest trading covmtries in the
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world, but aleo the frade of the Tinited States with
Newfoundland saod the nonsslf-governing Brihch
Colonies, The United Kingdor: is generally the
largest market for our exportz and ranks among the -
thyvae lending countries as & source of our imports.
Ths trode with some of the mors than 50 British -
(Jolonieg to which the agrecment relstss is also Jarge.

The secomd sgreament with Canads, which smper-
sodaz ths first ngreament of Janoary 1, 1936, exlorges
the undertakings by each Government, sines the experi-
ence of both countries under the first Agreement is
genersily considered to have been selsfaciory. Tun
Tecent years, Cenede has clozely folowed the United
Kingdom s the best customer for our expores, taking
shout one-seventh of the total. Canada is the [eading
supplier of United Stntea imporis.

The trade ngreernent with Crechoslovakin, whish was
signed March 7, 1038, was in effect for only o relotively
shory period before the separation of the Sudetse aren,
and it iz noé yet possible to appraise the effects of this
c¢hange. The agreement with Ecuador should strength-
en out favorable trade position in that country and pro-
ride opportunities for sxpansion.

During 1938, anpouncements were made of the inten-
tion 20 negotinte agreements with Turkey, Venezuela,
ind a supplemental agresment with Cuha.
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Labor Conditions

Employment and Pay Roils

TDTAL nonsgricnltural emplovment ' vnderwegt
relatively small vaciations from February through
July, following the muorked decline recorded from Sep-
ternbaer 1937 ta Jonunry 1338, Bubsequent to July, em-
ployment incteased ; and by Decamber aboué 1,200,000
persons had been returned to private employment in
the industries coverad by the monthly statistice. This
gain in the number at work canceled more thon one-
third of tha loss recorded during the 1937-28 decline.

The number of persons engaged in nonagricultural
pursuits reached o rocovery high of 35.1 million in Sep-
tember 1937, accordiog to date compiled by the Burean
of Labor Stafistics. By Japuery of last year the total
was reduced to 32.2 million, and by July a further de-
cline of about 400,000 was recorded. In the next 5
months the number at worlk increased to almest 33
million. ¥Whils the gain represented & significont im-
provement over the 1633 low, the total in December
was 6 percent under that in Bsptember 1227 and 11 per-
cent: below tha 1929 high. These employment esti-
mates cover all persons engeged in goinful work outside
of agriculturs, including self-empleyed and casual work-
ers, but sxclude those employed on projecis of the
Works Progress Administration and other emergency
relief projects. {See fg. 22.)

Compensation of employees also reached a recovery
high in August 1937, when this Buresau's seasonaliy ad-
justed index® was 908 (1929=100). The subssguent,
contraction in business activity lowered the index to
8.4 1o June 1938, from which it recovered to 88.3 by
the Jazt month of the yeor.

Unemployment increased materially during the latter
part of 1937, and a further spall rise wos recorded dur-
ing the first holf of 1935, Ju the last 6 months of the
Fear o considerable reduction was effeeted, butb the vol-
ume of unemployment wus still bigh at the end of 1938,
The number of unemployed remained well above thet of
September 1937, when the tatel without private em-
ployment was only a little more than half that of Mareh
1933, The goin in the volume of smployment sines
the low in March 1832 bas been much larger than the
reduction in the number of unemployed by ressom of
the ineraase in the lobor force. The unemployruent
figuras includs persons engaged in both agricultural and
nopagricultural puarsvite, but eonsider ps unemployed
those engagad on emergency relief projects financed
from public {funds, such ss the Works Frogress Admints-
tration and the Civilian Conservafion Corps. The

* Drats roiAtIog e DODEGHeO] enploymeant hate bt revised bit (e et

rara not nrallahls o Hms for inclusion In this jas of the ErRvET.
# Far 5 nuome datalled disraesdon of come paymeaks saa ths Introdostaty Tovide.

correspendence botween the movements of the number
of unemployed and the number of relief cases is shown
in figure 27. It showld be noted that reliel cascs, aa
given in this chart, refer to the number of families plua
the numbar of single persons recsiving general rehaf.
The upper curve in fgura 25 represents the total oum-
ber of persons receiviog aid through direst relief and
worle programs. Further dotoils regarding the differ-
cnees in these two gois of datn are given in the notea
aceopapanying the charts.
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Figurs ii—Tetal Nenagrculifuml Employovent, 192938 (U 8. Deparimee
o Latir),
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Factory employment aversged L& percent lower in
1938 thon in 1937, and pay rolls were reduced about 24
percent, aceording to Burenu of Labor Statiatics data
for 87 manufocturing industries. The seasonally
ndjusted index moved lower during the firat Ligdf of the
year, but the rate of decline waa lesa severs than that
which was recorded in the Isst b months of 1037, In
July, employment turmed upward, and by December
the ndjusted index renshed 91.4 (1922-25=100).
This indicated o level of employment about 11 pereent
anbove the low for the year, and a decline of 16 pereant
from July 1937, when the adjusted indax was the
highest sines 1920, During the 1037-38 recession,
fretory pay rolls  ({withowt seasonal adjustment)
dropped raora than one-third to 70.6 (1923-25==100)
in July, but subsequently inereazed to 56.6 in Decem-
bar. The Detember factory pay-roli index was maore
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then 2 pointa above the figure for the corresponding
month of the preceding year, while the factory empley-
ment index was nearly 4 points lower.

Tha index for employment in the durablegoods
industries aversged"about 77 in 1938 (1523-25-=100},
while that for nondurable-goods industries averaged 96.
The declines from 1937, whan the two indezes ware at
about the same level with relation to the base period,
ware 26 percent and Il percent, respectively. Among
the durablegoods producers, employment declines
were particulardy marked in transportetion equipment
aad In the machinery and iron end stesl industries.
Among the individwal lines in these major classifica-
tions, the decreases in average employment for the year
ranged as high as 40 percent, which was reporied Ly
plants manufacturing automobiles and by those malk-
ing radios and phonographa.

Other than rubber manufacturing, where oparations
sra {o & conziderable degres influencad by tha trand of
sutomobile asserblies, the largest decline in employ-
mant armong the nondurable-gonds industries (14 per-
cent} wis reported for the taztile-fabries and wearing-
apparel industry. Manufacturers of food and kindred
products emplopad 5 percent fewer workers on the
avorage then in 1937, when the number at work wes
larger than in sny other yesar.

In thoze nonmanufacturing industiies for which deta
are nvailable, the declings in employment and pay rells
in 1838 o4 compared with 1937 were smeli, exeept in
the mining industries. The largest decline was that
reported for metalliferous mines, in which the number
at work was reduced aboud one-fourth, and the smount
of pey mll about cuve-third. Anthrmcite and hitumin-
ous coel mines ench reported declines of 13 percent in
employment and about one-fifth in pay rolla in 1938 as
compared with the praceding year. Publie-utilify em-
ployment averaged about 3 percens lower than in 1957,

Employmeni in the electric-railroad and motorbas
operation knd maintensnce industries ‘was 4 percent
Jower in 1538 then in the preceding year, and tha
electric Light and power and manufactured gas and the
telephona and telegraph industries reported slighily
smabler average declines. Pay rolls were practically
unchanged except for the telephone and telegraph com-
panies, for which a smell gain wes reperted. Chapges
in employment and pay rolls were likewise small in
rotail and wholesale astablishments, the larpest employ-
ment decline being one of 6 percent raported in retail
genernl-merchandising stores. For ihese, pay rulls
wera ebout 4 percent under 1937,

Averags Houts and Earnings.

Average weekly earnings in factorier were Jower in
1638 than in 1937, by reason of the reduction in hovas
wozrked per week; aversge hourly payments showed
only minor changes during the yesr, nod averaged
plightly higher than in 1937, (See fig. 23.)
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According to data compiled by tha Burean of Labor
Statistics for 87 manufacturing industries, hourly retes
in 1938 aversged about 4.6 cents, slightly above the
previgus record esteblished o 1987, In 1937, hourly
earnings yose steadily from 9.6 cents I January to 68.7
vents in November, In 1933, on the other kand, the
rates declined from 65.3 cent2 in Jaauary to 62.9 cents
in Angusi, and thereafiter recorded o gain of 1.6 centa,
The Fair Labor Standards Aot become effective October
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Motk —Dnste for Toember 108 wera oot avallabla B tinoed ko Incuds them in thia
elart, T Hpores waed for this cbart prar W July 1039 ars ool sizhctly soppmibie
wich thoss setbasqment Lo that dste don t £ axeldsion of 416 o7 “ralwsy Tepelr
bops,” beglrning with Jaby tHE. ‘Tha reculting dsbertion 1o believad t b susll.
24, and the minimum wage provisions in the act may
have been & factor in the slight upturn in hourly rates
in November.

The factory work-week avernged shout 35.4 hours in
1038, as comparad with 38.6 hours in 3937. Thesa
figures of the Burenu of Labor Statistics are svailable
only ginca the beginring of 1932, bui similer mforma-
tion, compiled by the Nationed Jodustrinl Conference
Board indicates that the 1938 aversge was the lowest
o racord,

Average hours worked per week reached 41.0 in
March 1937, the highest figure in recent yeara ezcopd
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for & brief period in ths middla of 1983, when factory
aperations were stapped up prior to the introduction of
the N. R. A. sodes. Beginaing in the zecond quarter
of 1037, the work-waek declined rapidly to 32.2 hours in
Jaanary 1938, Subsequent improvement in faetory
operations resulted in a cancelation of more than one-
half of thiz decline by October. A small reduction was
recorded in November, which tony bave resulted in part
from the estsblishment of maximnm hours under the
Fair Lehor Standards Act.  As a result of tha reduction
in weekly houra from If37 to 1935, average weekly
eatuings in fastories declined 10 percent ta 522,70,

Nonmanufacturing industriss in most instances ra-
portad increases in howsly rates in 1933, These ranged
as high as 5.5 percent, the increase reported for anihra-
cite mining. Metalliferous mines reported a decline of
3.1 pereent. In anthracite mining, telephone and tele-
graph, laundries, and electric-raidroad and motorbus
operation and maintennnce, new monthly highs were
recorded during 1938. Averaze waekly hours worked
declined from 1937 in each of the neomanulasturiog
industries, although in the case of telephone and tele-
graph and of electzic Light 2nd power and maaufactured
gas, the reduclion was neglipible.
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Labor disputes in 1938 were less frequent than ip
1937, and the smount of time lost from work was much
smaller. A total of 2,360 stokes was reporied durine
the veur, or only akout one-half the number reported
in 1937. Workers involved numbered ahount 680,000
and man-days idle 8,964,000, as compared with 1,861 -~
000 and 28,425,000 in the preceding year. Man-days
Ioat: per strike averaged 3,798, or 14 days idle per worker
in 1938, a= compered with 5,007 snd 15, respectively,
in 1937. In May, strikes in the texiile indusiries and
in food and kindred products resulied in the loss of
828,000 man-Jays; and in September, saveral important
strikes occowrred in San Francieoo department storee
snd in the frucking industry eerving New York City,
New Jersey, ond the mid-Wess.

The monthly trend of mon-dsys idle since 1929 is
depicted in figure 24, Tn 1938, the number of man-daya
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1ozt exceeded 1| million in only a single month, as com-
pared wiib a maximum of nearly § million in 1937.

Social Security

The third anniversary of the migning of the Social
Security Act was passed in August 1033; and in the
pexiod of nearly 3 years zsines Federzal funds first beonme
available for its operation, the Federal Government and
the States have made notable progress in implementing
its provisions. By the end of the year, two or more
of the four Federnl-State programs for unemployment
compensatipn and publia assistance had been 1anugu-
rated in sll 48 Siates and in Alacks, Hawaii, and the
Nation-wide faeilities had been
established for the operation of the federally adminia-
tered old-age insurance program, Health and welfare
eervices for which the sct mekes provision had slso
baan astablished oa o substantially Mation-wide basis,

Financial Operations

Az of December 31, 1923, the cumulative tofal of
Fedaral grants to the States under the Social Security
Act, on the basiz of cheel paid by the Treasury Depart-
ment, was 5828 836,500, of which $302,288,700 repra-
pented checks paid dvring the calendar year 1938,
Checks paid during 1938 included grants for the saveral
programe as follows: Old-nge assistance, $186,105,400;
aid to depandeat children, $28,443,100; aid io the
blind, $5,066,900; maternal and child-health services,
$3,755,000; services for crippled children, $2,898,300;
child-welfare serviees, $1,635,600; public-bealth work,
$7,998,200; administration of State unemployment
eompensation laws, $56,395,400.

Federal taxes collected under title IX of the eet,
which applies to employers of ¢ight persons or mmors,
amounted to $58,745,400 during 1938. Receipts from
taxes an pay rolls (of 1 percent each from employers and
employees, undar title VIII of tha act) amounted to
$473,527,400 during the year. A total of §345,000,000
was transferred to the Old-Age Reserve Account in the
Treasury Dlepsrtment from spproprietions availebls
during the year., Thesa transfers, together with invesd-
ment of interesh, brought the teial amopnt of invest-
meats in the account to $362,3600,000 as of December
31, 1938,

Old-Aga Insurance.

By the end of 19838, more than 42.5 million amployea
socount numbers had been issued under the old-age in-
surance program. More thuo 37 million individusl
waga yaports for each balf of the calendar year 1937 had
bhean received, sund the amounts reported bhad been
posted to the employee accounte. Reported wages in
coverad employment in that year amounpted to more
then $28,000,000,000. It is estimated that wege items
reported for 1087 relate 10 wages recaived for part or all
of that year by more than 32 million individuals.
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Payments argregating morve than $10,477,700 wers
cortified by the Sovcisl Security Board in ssttlement of
elaims for lump sume payable under the old-age insur-
ance program in 1932; thess Jump-sum peyments o
eligible workera renching aga 65 and to the sstatss or
relatives of coverad workers who have died are the only
benefits now payahle under the program.

Unemployoent Compenyation,

By the end of 1928, unemploymeant benefits were pay-
able in 30 Bfates and in the District of Columbia.
Draring the vear, repular weekly henafite amounting to
about $293,663,000 were peid to approximately 3%
million unemployad workers in these States for varying
periods of totsl and pariinl unemployment. Beuefits
will become payabla in the remaining States during
1939. It is estimated thet some 27.6 milfion workers
ara covers! under fhe Federal-State unemployment
compeneation syetem. As of Decembar 31, 1988, ¢:5a0ta
held in the Unemployment Trust Fund in the United
States Tredsury Department smounted to nearly
$1,085,0400,000. This amount represents total deposits
and interest credited to tha sccounts of 45 States,
Alaclka, Hawsil, nnd ihe Distriet of Columbin, Iess sums
withdrewn for beaefit paymenis by the 21 jurisdictions
in which benefits were payable duriog pert or ol of 1938,
Recetpis of the fund during 1938 amounted to spprox-
mately $836,000,000, while withdrawals aggregated
about $4035, 200,000,

Fublk Assigtince,

All 48 Stoates, the District of Columbia, Alaskas, and
Hawnaii wera participating in the Faderal-State program
for old-age assistanca né the end of 1938. In December
of that year, epproximately 1,753,000 recipients were
beiny nided under the program, st an average monthly
peyment per recipient of $19.55. Teial obligations
incurred from Fadaral, State, and local fuads for pay-
ments to recipiants under the progeam dwog 1988
amounted o approximately $330,853,000.

Aid was provided for Decamber on behalf of more
than 650,000 dependemt children in nemly 265,000
families in FHawaii, tha District of Columbin, ard the 40
Hiates having plans approved by the Social Security
Board snd receiving Federal fuads ynder the program.
The average payment per family for that menth wos
g32.58. Obligations inewrred during tha year for pay-
mepts t0 recipisnts amounnted to shout $33,300,000,

Thera were about 42,800 recipients of nid {0 the
needy blind in Dlecember in Hawaii, the District of
Columbia, and the 40 States having approved plens in
operation for thet month. The average payment per
recipient was $23.35. Obligations ncwred for pay-
ments to recipients under the progrem amourted to
ghout $10,978,000 for the year,
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Fatyre Developrends in Social Security.

Recommendations for far-reaching chengea v the pro-
visionz of the Social Security Aet relating to old-age
insursnce were presented iIm December 138 by the
Advisory Counci) on Bocial Security, s group composed
ol representatives of amployers, cmployees, and the
panaral public, which wags appeinited by the Sociel
Security Board and the Committes on Financa of the
United Stetzs Benate. The recommendations of the
Advisory Council ealled for extension of covernge to
groups now excluded and for important shangss in the
hanefit strugture, including earlier payment of monthly
retirement benafits. The Council aleo made 4 number
of recommendations with regard to the financing of the
gyatem, urging thal no change be made jo the fax
schedule wntil affer the rates provided for 1940 have
gone into effect and thel provision be made for povern-
menial contribytions to thegystem.

The Social Security Board brooght to completion in
1638 siudies of & ounrber of questions relating 40 pos-
sible revisions in the Social Security Ack, and pariicu-
Incly to extensions of the program which President
Roosavelt hed requested the Board to consider. These
studies resulted in recommendations calling for immedi-
ate extension of coverage wnder the umemployment
compensaidon and old-nge insurance programs ic cer-
tain groups in employments now axcluded, and furéher
extensions at an eaxly date to other types of employ-
ment; begioning of meonthly refitemsnt benefits in
3940, instead of 1942 as now provided; provision for
supplementary benefits t0 nged dspendent wives of
annuitants noder the old-ugs insursnee program, amd
for hbenefite to certain survivers; indrohse in Federal
grantes for aid to dependent children to 50 percent of the
amounts spent for this purposs in States with plans
approved by the Soeial Security Board; and provision
for requiring the establishreent and maintensnea of
personnal stendards on a merit basis in State programs
for which Faderal funds nre gronted undev the Soeinl
Secarity Act. Tha Board's recommmendations on thess
quastions ware incorporated in a report prassnted to the
President snd the Congress serly in 1930. The report
included an endorsement of the recommendations for &
nafional henlth program which were developed by the
Tochnical Cowmmittes on Madical Cara, of the FPresi-
dent’s Interdepartments] Commities to Coordinate
Heslth and ¥Welfara Activities, for presentation to the
Mational Health Conference in July 1835,

Ralief

In 1938, as in each year sineas 1035, the reliaf that was
provided may be divided izto three mein classificationa:
(1) work opportumities for the unemployed provided
through the Worka Progress Administration, the Civilian
Conservation Corps, the Nationsl Fouth Administra-
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tion, and otber Federal agencies conduciing emergency
work programs; (2} aid to the aged, blind, and depend-
ent children, provided under the public-assisiaace pro-
gram of the Social Secority Board {dizcussed abovel;
ard {8} pesistance provided under the general relief
progrnms of the various States znd locelities.

The effect of the dacline in business activity which
began in the fall of 1937 ond extended through the
firsd Liol? of 1938 was reflected in the relief siatistics
For the year 1933, Largely ss a result of improved
business gonditions in the early part of 1937, the esti-
muted nursber of households receiving relisf and em-
ployment on Foderal work programs dechned fo
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program included the newly areated Woiks Progress
Admimstration, various emergetiey aganecies, and many
Buresus of the regular Departments. Employment
under this joint program reached a peak of approx-
mately 8,840,000 person2 duriag the Iatier part of
February and early March of 1036. Of this total,
abouf 78 percent wore employed by the Works Progress
Adminiztration. {See fiz. 28). Subsequant improve-
ment In business conditions throughout 1936 and the
first: half of 1037 made possible 4 steady redustion in
the number at work undaer these progrems, and employ-
ment totals reached » low point of 1,051,006 for the
woek of September 25, 1837, Of this total, 1,451,000
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NoTE~Dakn s esflmaies of (5o fakal pit oumber of bomshokls sod of Trsme
teoelving reliod, woriprogrnn ecployment, and emergeney amplormmont, The
progremd focloded amc Oetwoal rolkd, rural relwbilicntion, transtont eelief, sl
relif pranta (Famm Security Adminkdzation), sodeoé o, ¢d-pe esktaocs, sid
Lo dopendant ohikdven, ald o Lhe B3, Chlish Concrvatloa Corps, Cheil Wkl
A dme Enbateation, Works Progress Admintsivation, and ot Fodersl $geocy mroboots
oparuied with Emerirocy Relid Admiobbothon At funds, propabs of B Dutbeka
of Publk Foeds, Pubbr Worke Admlekdration Federtl mod goa-Fodersl Drojeats,
and Roconsroctica Fiosbes Conpiratkn saliligofdeting projects. Mol pebeblli-
EAETge by treder Lie Farm Saeuvity Adeinluratdon o cxchuded.

4,689,000 in September 1937, Ttis sstimated that these
households included 13,003,000 persons, 'The number
of such households receiving aid rose stendily during the
remaining months of 1937, and in November 1938
renched o pesk of 7,089,000 houssholds representing
22,437,000 persone. (Sea fir. 25.) The largest ex-
pansion oceurred in the work programs of the Federal

Government desighed to provida assistanes to the abla--

hodied unemploved in nesd of ralief.

Federal Work Programs.

The present Federal work program originaied under
the Emergency Ralief Approprintzon Act of 1935, which
provided for the inauguration of an extensive program of
public work to furnish jobs to employable persons,
The Federal sgencies designunted to play = part in chis
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Emergancy Bolial Admioktativa Acl of 1938 Dhuns or eoctifed drought otoploy-
ment ats loalnded in Yhe tolal poeabey of Perams,

were working on Works Propress Administration proj-
ects. The decline in business activity which began in
the fall of 1937 resutted in inerensss in Works Progress
Adminisiration snd other Federal emergency employ-
meat, snd & total of 3,424 000 wns reached for the woek
of Juna 25, 1928 Works Progress Adminisiration
employment, for that week was 2,757,000, Civilian
Congervation Corps employment was approximatsly
302,000, gnd the employment of sll other Federal
employment-giving agencies totaled 354,000,

The Works Progress Administration continued doring
the latter part of 1938, as it had dene since 1935, to
play the major rols in furnishing emergency employ~
ment. ‘The average amployment on projecls operatad
under the Worlcs Frogresz Adminiztration was 3,188,000
during the month of Ocetober and 3,245,000 in Novom-
ber. Laltest estimates indicete that average employ-
ment onder the Works Progress Adminisiration was
3,059,000 during December 1938, Other Federsl ngen-
cies assisted in providing emergency employment during
the second half of 1938, Thus, in October, Federal
nrencies Operating programs through a transfar of
Works Progress Administration funds provided employ-
ment to 90,718 persons. Other major Federal pro-
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grams fmmishing employment wera the Civilinn Conser-
vation Corps, which gave work to about 328,000 persons
in Ociober; National Youth Adminisiration Student
Aid, which assisted 311,000 students, and National
Youth Administration work projects, which assisted
220,000 persoos; and the Public Worke Administration
(Federal and non-Federal projecis), which provided
employmen$ to 123,000 persons,

Federal expenditures for the Works Progress Admin-
istration program amounted te $1,905,000,000 during
1938, Over 85 percent of this sum went directly to
project workers in the form of wages, which curreatly
wverage about §52.50 per raonsh, Materals snd other
necosaary project nonlabor costs amount to about $8.50
per projecé worker, and administrative overhead
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avernpas abous 52 per month per werker. The spon-
otz of Works Fropress Administration projecta met
about 19 parcent of total work project vosis during 1938,
Approximataly 80 percent of sponsors’ expenditures are
for project materials and equipment.

General Reliaf.

Siates and localities have been responsibla for the
sdministration and finencing of genersl relief since
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December 1935, at which &me final F. £. K. A. grants
were datermined. The geperal relief programs of ihe
Siates and locelitiea are intended primarily for unem-
ployebles who ara nof receiving eid under ths public-
assistance provisions of the Social Securiiy Act. Soms
destituie employebles who bave not securad worls vnder
W. P. A. or other Federal agencies providing emergency
work are also found on the peneral reliaf proprams.

The pumber of cases receiving ralief under genarsl
relief proprams reached & low point of 1,269,000 in July
1937. With the increaszed neads arising from the som-
ing of winter and tha business dacline in the laiter part
of 1037, this total rose to 1,645,000 in Decamber. A
high point for 1938 of 2,029,000 cases was reached in
Febroary aod Merck, The decline to 1,882,000 cases
in Jupe may e traced in part to the large pumbers of
employable persons transferred to W. P. A. projects,
which was made possible by the enmactment, in March
1938, of o supplemental npproprintion of $250,000.000
to the W, P. A. The Intest nvailable fisures indicate
o total in November 1938 of 1,547,000 penerel relief
cases, representing 4,813,000 persons, or 3.7 percent
of the teisl populaiion of the Wnited States.

Obligatinns ineuread for penersl relief for the year
endet Novamber 1938 (including the amount of gensral
relief issued to cases and the administrative and non-
reiief costs of the generni relief program) totaled
£556,321,000, of which smount $297,275,000, or 53.4
percent, came from State funds and $257,567,000, or
46.3 percent, came from lecal public funds. The re-
mainder, $1,479,000 or 9.2 percent, represents balances
of Federnl Emerzency Relief Admipistration funds
pravigusly granted to the States, Totnl obligations
menrred averaged $54,000,000 per month during the
firat quarter of 14583, $45,000,000 in the second quarier,
and $42,000,000 in the third quarter. This reprezents
an incrense over 1937 of 21 percent in the fixst quarter,
und an ingrease of 20 percent in both the second and
third quarters.

The average amount of general reliel per ¢ase was
$24.20 in January 1938, as compared with the Decembar
1027 peak of $25.23. The low point for 1938 wes
$21.93 in the month of May. The latest awvailable
fipures indicata that the average smount of genersl
reliaf per case was $22.09 in October 1038, These
averages for the couniry as a whale coneeal the wide
differances from State 16 Btate; thus, in September 1938,
tha State averages ranged from $4.88 in Mississippi
to $52.04 i New Yorlk.
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Finance

RE,A.GTIDN in business doring the latter part of
1937 and the ezrly part of 1938 brought official
maasures designed io promeole the effective use of
finencial resources. Restrictive gold and reserve poli-
¢ies wers abandoned end then reversed, and e program
enfling for inerensed expenditures, with further defieit
financing, was announced. Reguleticns goveming
loans and investments by baoks wers liberalized.
Circumstences beyond the immediate scope of official
action brought an unprecedented flow of gold to ihe
United States to further swell monstary resowrees,
bank reserves, and bank deposits. A heavy belance of
merchondise exports contribuied o the gold inflow and
to tha continued sirengih of the deolar, which appre-
cigted significantly in terms of sterling and French
francs in the forsign exchange market. Security prices
recovered substantially after a severs decline extending
from Augost 1937 to April 1938, and m the latter part
of the year thers was an improvemend in corporate
esrnings, which bad dropped rapidly during the peried
of declining activity.

Boanking and Credit

Laregely ns & result of the heavy gold imports bagn-
png in Beptember, the tote] eredit resourses of the
country reached mew high lewels in 1038. Monetary
zold stock excecded $14,500,000000 at the end of the
yeer, as compared with $13,100,000,000 at tha end of
August and with $12,760,000,000 at the end of 1937.
(Sea fiz. 28.) Thie enlargement of the cradit base
was raflactad primarily in the coatinuved rapid growih
of bank reserves, sccompsnied by an increase i ezcees
resorves to0 record figures. The tofal reserves of
member banks rose to approzimatsly $8,000,000,000
at the middis of Dacember 1938 {just befora the
Treasury Enancing), from $7,000,000,000 st the begin-
aing of the yenr; sxcess reserves were slmost $3,500,-
Q00,000 on the same date, s2 compared with $700,000,-
000 in August 1937 and with $1,200,000,000 at the
and of 1937,

Changes in the rold snd credit policies o the Faderal
monatary authorities constituted major influences upon
the rezarve position of banks which were superiraposed
upon the efiect of new gold requisitions from foraign
and domestio epurees. Subzequent t0 Pacember 21,
1038, rs 4 meang of preventing inerassss in monetary
gold stock from further axpanding bank reserves, gold
purchases by the Treasury had besn mada out of the
proceads of the sale of prdditional publicedsht obliga~
tions; and, in pursuance of thiz policy, gold acquisi-
tions had been placed in an inective sceount in the
Treasury. On Febraary 14, 1938, it wes sonounced

that, retrosctive to January 1, 1033, gold acquisitions
would be placed in the inactive account only to the
extent thet they exceeded $100,000,000 in sny quarter.

Thiz action by the Treasury was followed on April 14
by the desterilization of approximately $1,400,000,000
of gold, representing the net accurmulofion in the in-
active ageount since its estnblishment in December
1936, Desterilization was nccomplished through {he
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depuosit of gold certificates with the Federal Reserve
banks, and the desired effect upopn bank reserves wos
produced by drawing down the resulting Treasury
deposita through the retivement of Treasury bills with
cash.

The shift in the gold polioy of the Treasury wns sup-
plemented by a reduction of approximately 134 percent
in the raserve requirsments on all clesses of deposits
for all member banks, announced by the Board of
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Governors of the Federzl Reserve Syatem on April 15.
The effect of the order was to raise the excess reserves
of member banks by about $750,000,004. In June, a8
1 meens of promoting tha utilizetion of idle reserves,
significant revisions in the rules governing bank exaini-
nation were announced. In addition to bringing about
a vniformity in the trentment of loans and securities by
the severn]l Federnl agencies cogaged in the adminis-
tration of hank examinations, the new procedures laid
down the principies thet, in making loans, beoks should
be encouraged to place emphasis upon intrinsic value
rather than upon liquidity or quick maturity snd that
bank investments should be considered in the lighté of
inherent soundness ratber than on a basis of dey-to-day
market fluctuations.

The significant davelopments during 1938 iv com-
mercial banking were the increase in demoand depasits
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and the decresse in loans. The growth in deposits,
in which defizit financing by the Faderal Government
and imports of gold were prmeipal inflrences, carrted
the total for repording mermbeyr banks abhowe $18,000,-
000,000, an soeresnle in execss of the hirh levels of
early 1937. Af the same time, the falf in the rits of
turnover of demand deposits below that of any receni
year indicated the accumudation of idle funds in the
hande of individusls and business concerns, just as the
158 in excess reserves indiested tha ascenmadation of
idle fundzs gt the disposzition of fhe banking gystem.
(Ben fig. 29.)

The fall in the volume of haxlc loans during the first
half of 1838 and the sbsence of an inerease during tha
second hnll were witributable in the first instance to tha
deprassed condition of business and in the second in-
stance to the failure of o demand for accommaodation to
appenr, aven nfiter the recovery in business become
evident, as well Az during the year as n whole, to the
retiremant of outstanding loans with the proceeds of
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security fotations. Commnercial, indusmial, and agri-
cultural loans of reporting member banks, which stood
ot $4,804,000 000 In October 1237, declined t0 $3,300,-
000,000 at the and of 1935, (See fig. 31.) Cther loans
were also less at the yenr-ad than of the closa of the
previous yenr. ‘1he investments of reporting member
banks were increased during the year as the conse-
guence of & net additioz of more than $800,0090,000 to
porsfolios of direct and fvlly guarsnieed Government
oblizationa and of approxmoately $350,400,000 to
holdings of other securities.

Secority Markets and Money Markets

The fall in stock prices, beginning in August 1237,
wos not arrested, except for minor rallies, until April
1938, coincidental with the desterilization of gold, the
reduction in reserve requirements, snd the chaoge 1o
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budgetary policy by the Government. Eepresentative
nvereges indicated that the loss of velue for all classes
of shares during the 8-month period wis approximately
40 percent, The decline in railroad stocks was con-
gidarably graater, and in public-utility stocks some-
what less, in proportion. (See fig. 51.) With indus-
trials leading the advance, shara prices moved sharply
upward in July, and farther gains wers made io August.
A wenk tendency in September at the tima of the
Euvopean cnms was followed by o shoarp recovery.
Prices tended to level off after the middle of October,
The Standard Statisties nveraga of 420 stocks stood at
92 6 (1926=100} in the final week of the year, com-
pared wish the 1038 low of $2.7 and the 1937 high of
1324, The volume of trading in siocks, which had
fajler to & low level during the first half of 1938, in-
creesed with the zise in quotations snd remained ot
higher levels during the Tamainder of the year.
Corporate bond prices were moderately higher, on
the avernge, ot the end of 1938 thon at the close of 1987,
As in the ense of share prices, the trend was downward
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during the early months of he yenr until April, after
which thare woa an irregular advance. These flustua-
tions were most marked, of courss, in the lower-grade
izsues, quoteiionz for which had fallen steeply and
slmost without interruption since easly in 1937. (See
fig. 32.) The prices of high-grade corporate issues
moved within rarrow Bmits during 1938, both on she
dacline and the subsequent advence, Tnitad States
Trensury obligntions showed 4 rising tendeney through-
outthe Fent.

Publicly announced offerings of corporaie sacuriiies
far new capital in 1938, althongh much above the annyal
averaga for the period 1932-35, fell substantially balow
the ievel of 1936-37. (See fiz. 33.} Flotations, exclu-
sive of refunding issues, ns reported by the Commercial
and Financial Chronicle, were $864,000,000, as com-
pared with approximately $1,200,000,000 in each of the
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precading 2 years. ‘The refunding of old issuss sccount-
cd for Hotstions aggregating $1,221,000,000 and reised
the total of piblic ofierings to more than $2,000,000,000,
As in other racent years, o number of issues were placed
privately, in accordance with a growing tepdency for
major corporate leans to poss directly from issusr io
purchassr—a method of finaneing which is encouraged
both by the large volume of funds sseking ipvestment
and by the scareity of security offerings by seasoned
corporations,

Corporate exrnings of the 158 companies included in
the Btendard Statistics quarterly series in 1938 were
less than half o5 Jarge in 1038 as in 1937 and were only
glightly asbove tha leval of 1924, Tha profits of indus-
trial snd railrond companiss showed espeeially shup
reductions as compmred with the results of the preced-
ing year, while public-ufility earnings declined to a
much smaller extent. The genersl fall in corporaie
profits, which began in the spring of 1937, earried
earnings to their low point of the 1937-38 recession in
ghe first half of 1938, Returns improved substantially
in the fnal gquarter. Flividend rates per share for GO0
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companies, 13 reported by Moody's Investors Servica,
fell fromm $2.13 in December 1957 to $1.39 in Juna 1635;
tha latter rate wos moindsined during the remaining
months of the year.

The budgetnry changes of the Governmené, involving
large supplemeninl expenditures for relief and public
works and tha extension of the facilities of Federzl
lending sgencies, necessitated the issuance of additional
Treasury obligations during 1838 and » conseguent
ingrenze in the Federsl debt. Offerings for cosh in-
cluded $300,000,00¢ of bonds ard notes in September
aad $700,000,000 in December. The gross Federal debt
stood ot $39,400,000,000 ot the end of the year, as
compared with $37,300,000,000 at the end of 1937.
The rize in the interest-bearing debt, approximaztely
$2,200,000,000, consisted of additonsl pablicly offered
lssues amounting to $1,300,000,000 and special abliza-
tions 1ssuad to (overnment agenices amd trusé funds
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amounting to $£900,000,000. Government-gnarantesd
obligations of Tederal agencies wers incrsased by
150,000,000 i 1938, inforest raies on ‘Treasury
obligntions issued during the yesr were excepiionally
low, and both 2 lengtheping of tha maturity distribution
of the dabt and a more orderly distribution of maturitisg
wns achieved.

Foreign Exchange Markets

Pronounced waalmess of the pound sterling against
dollars aiter the early months of the yaar was the outs
standing fenture of the foreigu exchange markat during
1828, (See fig. 35.) In January and February, and
until the third week in Margh, quotationa fer the pound
in Mew York spproximated 35, the highest lavel since
the Tripartite Declaration of Septeraber 1938. The
Austrian erisis in March was accompenied by a breal
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in storling, but the rete approached 26 spajn during
the latter half of April and the first week in May.
With the ezception of a brief peried in Juns, when
rumors of 4 reductior in the gold-buying price of tha
United States Tressury reappesred, the declme i the
oxchange walue of the pound wes slmost conbinuous
during the remeinder of the year.

‘The repumption of the net flow of eapital funds from
Europesn conters to the United States in August, after
& lapse of 10 months, and the development to an scute
staps of the Cgechoslovak erisis in Septembar ac-
cenfuatad the fall of the pound, which touched $4.60
for & brief period on Septamber 28. Tha passing of
the inumediate threst of & Eanropesn war fzfiad, how-
ever, to hring a reversal in trend, and the sterling.
dollar rate fall t0 an averspe of $4.66 during the week
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of November 26. After the close of the year, the
peund received formidable support ageinst speculative
attack through the tronafer of gold with n dollar value
of ppproximately $1,650,000,000 from the Book of
England o tha Exchange Equalization Ascoumnt,
The weakness of tha French frags, which persisted
even during the early part of ths year when other
principal Kuropesn currencies were adveancing against
dollars &nd which Lecome especially marked duning
the Austrion effniy, culminated in o further deprecioe-
ton of the currensy in May. (Sea fir, 35.) The
minimum rate was established at 179 francs to the
pound sterling, equivalent to 2.70 cents (or 35.8 francs)
to the dollar at the then existing deller-pound cross
rate. Tha decline in the franc—dollar rete during the
remainder of the yoar, radated primerily to the foll in
the pound, was moderate end orderly, A decres of
the French Government revalued the gold reserve of
the Banlk of Francs, as of November 12, at the equive-
lent of 2.553 cents per irane. At the end of December,

SURVEY OF CURRENT BUSINESS
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francs aold at 2.62 cenis, as compered with 2.77 canis
during the last woek in May sad with 3.30 cents &t the
beginning of the year. The currencics of the Nether-
lands, Switzerland, and Belgium, all of which held
generally firm throughout the yenr, wers quoted
agninst dollazs at rates slightly below those prevailing
a4 the end of 1937.

Gold and Capital Movernents

As o vesult of record-brealdiog shipmenta during the
Yast half of the year, the net amount of gold received
jrom abroad by the Tnited States in 1938 aggregated
more Ghan $1,600,000,000. This infow of gold, which
accounted in large pari for the notabls expansion of
the banking reserves of the couniry, reflected the heavy
balance of merchandise exporis, oz the one hand, and
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Figuza 3—Coemuintlve Ner Moromanta of Gold and of Capital Briween
the Onited States and Forelpn Countries, and Cihmulstive Excest of
Merchaodles Bxports Over lmports Since Jooussy 1, 1935 (et Gold
Infow, Board of Cowernors of the Feferal Resesrs Systomy Nee Caploa]
Movemrent, O, 5, Treaaury Dopartneeni aod Macchandloee Trade Bakaonce,
U, 5. It pantroreant of Commerce).

rintE~Date forr “Meb Capital Forvement™ ars plotied weagty; pilwr dats are
plottad mankhly,  Setgtivis siheepint to Oslobar M, 1098, for Bos formee em: woom
net avaitabla in e Lo LeTode bl Do kb clirk.

a oot inflow of eapital funds, on the other. (Sea
fig. 3£.)

Duoying the first half of the year, the continued liguida-
tion of foreign dollar balences restiicted Bhe inwurd
gold movement to modest proportions, in spita of an
expord trads bolance which exceeded $100,000,000 per
month.  Account being token of reported earmarking
opargtions, there were =zmell net Iosses of gold in
February and in May. Gold enpagements in London
and in Brussels for American account in March were
the first reperted acquisitions in Europe since September
1037, .

The reversal in the prevailing movement of capital
funds in August and the fizht to the dellar in September
under the threat of imminent war In Europe, coupled
with commercial requirements for dollar emchangs,
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produced the spectacular gold imports of September end
Qctober, In thess 2 months, gold valied at $1,083,-
Q00,000 was recelved from abroad. Although statiatics
of capits]l movernents during the fourth quarter of the
yénr are hot available, the shipment of $4318,000,000
of gold to this country during November and December,
a3 well as the extraordinary receipts of $562,000,000
in Qciober, indicste that the inflow of capital funds
during the 3-monkh pariod was substantial.

During 1032 as 2 whole, the nat gain of pold from
foreiers sources (pliowance mads for reporied esr.
marking operations) was approximately $1,640,000,000,
and net imports of silver accounted for an additional
$222,000,000. The stu of these balance-of-payments
items, $1,863,000,000, representing net payments t0
foraieners for gold snd silver, was offset in part by re-
ceipts from foreigners of sn estimated $850,000,000
ariging from trade in goods and serviees. The re-
mainder, of approxmately $I,000,000,000, was the
counterpart of o net inflow of czpital which apparently
reached substantial size befora the end of the year, and
probably, alse, as in other recent years, 0f & large
rezidusl of unidentified transactions invoiving receipts
of inads from foreignems,



